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on a personal level. It provides advertisers with a highly targeted
reachable audience and offers investors an exciting industry
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Business Profiie

Cox Radio is the third-largest radio broadcasting
company in the United States based on revenues
and the largest pure-play radio station group based
on revenues. The company operates, acquires and
develops radio stations focusing on Sunbelt states
and markets ranked 10-70 based on revenues.
Currently, Cox Radio’s portfolio consists of 78 stations
in 18 markets, including 67 FM and 11 AM stations.
Cox Radio is majority-owned by Cox Broadcasting,
Inc., a subsidiary of Cox Enterprises, Inc. Its stock
is traded on the New York Stock Exchange under
the symbol “CXR.”
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Letter to Shareholders

Qver Qne hundred years ago, Guglielmo Marconi
transmitted the first message by radio. Since then,
the radio has continued to expand. In the late
twenties and thirties, radio quickly became the

major form of home entertainment. During the forties, audiences
across the world heard reports of World War Il broadcast from
the rooftops of Europe. In later years, radio helped invent Rock
and Ro]l, Pop and Rap music. And while critics regularly foresaw
its demise as new technology emerged, radio has grown and
endured. In fact, the radio industry is more vibrant now than
Bver. Tdday, 94% of all consumers listen to radio each week.

Why Radio?

Decade; after decade, radio has been a good long-term investment. -

In 1993 it was a $9 billion industry; today revenues are over
$19 billion. And while technology has threatened many busi-
nesses, it has only enhanced radio’s reach, making it mobile,
better-sounding and easier to use. Indeed, radio has outgrown
its at-home beginnings and is now a constant companion on
the road, at work and in the gym.

New listening formats have been invented to tap into
changing audience preferences. All the different formats on
the dial underscore the fact that radio can easily modify itself
to accommodate the marketplace.

Radio has a certain intimacy no other medium can match,
Personalities tafk directly with local audiences about their
opinions and experiences. Radio offers audiences immediate
and personal access to their entertainment — a trait that gives
it tremendous staying power.

In'addition, advertisers — both local and national — continue
to recognize radio’s capabilities. A radio commercial can be writ-
ten, produced and broadcast in no time at all. And radio offers
advertisers an arsenal of options such as on-air commercials,
gvent sponsorships and live remotes — all targeted to specific
demographic groups. Moreover, radio’s affordability permits
advertisers to reach audiences with meaningful frequency.

lnishort, radio is a great business and a great investment
opportunity, filling a valuable niche for advertisers and able to

operate with minimal capital outlay, it is a solid, simple invest-
ment many feel good having in their portfolio.

Why Cox Radio?

Our singular focus. Today, based on revenues, we are the largest
pure-play radio operator in the United States. While other com-
panies have expanded into television, billboards and related
businesses, we have concentrated 100% on building excellent
radio stations in dynamic, vibrant markets.

As a result, we operate the number one-, two- or three-
station in its target demographic in almost all our markets.
Our stations consistently score well in the ratings charts, and
this in turn draws more advertising doliars.

Our success is grounded in our disciplined operating
strategy that, since our inception, has worked exceedingly well.
Through listener-centric research and programming, consulta-
tive selling and opportune acquisitions, we have created strong,
positive value for our shareholders, and we are committed to
continue to do so.

Listener-centric Programming

Cox Radio, probably more so than any other radio operator,
continually researches the listening public to discover what
appeals to various audiences. We analyze listeners’ tastes and
devise programming, marketing promotions and events that
maximize the appeal of each station.

Not only do we listen to our listeners, each day, we test
ourselves to ensure we are flawlessly executing our operating
strategy. The result of this research is the solid ratings that
attract advertisers and ultimately generate superior performance.

Consultative Selling

Cox Radio is as passionate about delivering results for advertisers
as we are about fulfilling our listeners’ needs. Through our con-
sultative selling system, we approach our custemers with the goal
of helping them create comprehensive marketing programs. In
this regard, our sales staffs work with customers to understand
their individual business goals. We train our associates to use an
array of tools — including on-air promations, live event sponsor-
ships and Internet extensions — to create innovative marketing

Cox Radio, Inc.




programs for their clients. In the end, we build relationships
that go far beyond the last schedule of 30- or 60-second spots.

Dynamic, Vibrant Markets

Since going public in 1996, Cox Radio has implemented a strategy
to cluster our stations in expanding, high-growth markets. For
instance, areas such as Atlanta, Miami, Jacksonville and Houston
are leading the nation in population growth. In several of these
markets, we have added to our existing stations. In others, we have
enhanced our position by changing formats. In both situations, our
teams have worked hard to make certain we get the right results.

Clustering accomplishes two goals. It lets us appeal to
more advertisers and operate more efficiently.

First, operating several radio stations in a market delivers
the kind of cumulative audience reach that historically only tele-
vision and newspaper could offer. This kind of clout provides us
with better access to potential new advertisers.

Second, clustering allows us to achieve operating effi-
ciencies. In most of our markets we've consolidated facilities,
enabling our stations to work as a team. The stations also are
able to share back-office and technology resources.

Working Toward the Future

Qur strategy going forward is to grow our largest markets while
continuing to nurture our smailer markets as well. We maintain

a strong presence in Atlanta, Miami, Orlando and San Antonio.
Additionally, we are concentrating on Houston, Tampa and
Louisville where we believe there is a great deal of growth still .

to be captured. \
The ambition of all Cox Radio stations is always to increase

revenues and grow station operating income. To do that, we

have to continue to surpass our already high standards of man-

agement, sales and programming performance. it's something

we've regularly done in the past, and something | know our

outstanding teams will continue to do in 2004 and beyond.
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Robert F. Neil
President and Chief Executive Officer
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A conversation with Cox Radio’s Bob Meil, Marc Morgan and Neil Johnston

0: How Would you describe the radio industry today?

A: Bob Njeil: Exciting. We feel this is the start of a new era in
radio. Wi;th the economic recovery, we've begun to see more adver-
tisers return and new advertisers continue to appear. Currently,
radio is a $19 billion industry. We believe that with elections
around the corner, the Olympics, and a more competitive mar-
keting environment, there will be increased opportunities for
revenue in 2004. We also see increasing possibilities for radio
on the Iﬁternet. If all goes according to plan, the industry is
set for eﬁ(cellent growth as we move forward.

@: What does a pure-play radio company like Cox Radio have
over its competitors who are more broadly based?

A: Bob Neil: We are laser-focused. And because we concentrate
100% ori radio, we put every single dollar and all our efforts into
making our radio the best for our listeners and for our adver-
tisers. There's just no denying the power of specialization.

A: Marc Morgan: Also, | believe our radio-only status helps us
attract the best people in the industry. We have a reputation in
the industry as the place to work if you really love radio. That
means top talent often comes locking for us, and talented peo-
ple are what make a company successful.

Neil Johnston

Marc Morgan

@: How would you characterize the financial performance
of Cox Radio?

A: Neil Johnston: Excellent. Even in a tough year, we increased our
revenue and prudently managed our operating expenses while
maintaining our strong operating margins. Most importantly,
our stations continue to perform well versus their competition.
From a liquidity standpoint, we are well positioned as we move
into 2004 and remain focused on maximizing value for our
shareholders as we go forward. ’

Q: What do you plan to do with free cash flow?

A: Bob Neil: We have a strong track record of acquiring, reposi-
tioning and improving the operating performance of previously
underperforming stations. We are always looking for opportuni-
ties to acquire stations with the right criteria at the right price.
We look for stations that can strengthen our position in current
markets, or deliver significant potential within untapped mar-
kets. It may be a station or station group where we can make &
huge improvement by leveraging our operational philosophy
and management.

A: Neil Johnston: This past year we used cash flow to lower
our debt by $80 million ending the year with a leverage
ratio at our long-term target. During 2004, our plan is to
continue to strengthen our balance sheet in anticipation of
future acquisitions.

@: What are you doing to increase advertising revenues —
locally and nationally?

A: Marc Morgan: Frankly, we are continuing to do what we've
always done — listen. That means training our salespeople to
listen to each advertiser’s needs, big or small. We empower our
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salespeople to create advertising programs that work for each
client on an individual basis. Qur sales teams develop multi-
station promotions over several markets for national advertisers
and create local, strategically targeted programs for smaller
companies. Qur peaple constantly work to convince potential
clients that radio is the advertiser-friendly media because of
its number of targeted, affordable possibilities.

Q: How important are your radio stations’ Internet sites?

A: Marc Morgan: With the Internet sites, our stations have created
an entirely new arena in which to connect with their listeners and
promote their clients and programs. By taking the same approach
with Web content as we do with on-air content, we have created
76 unique Web sites based on what listeners want from that radio
station’s online counterpart. For example, as a convenience to
our listeners, we were the first company to broadly deploy and
maintain a Web-based searchable list of the songs just played
on our music radio stations. We also have trained our local staffs
on ways to integrate marketing opportunities that include the
stations’ Web sites. This gives added value to odr advertisers and
a new revenue stream for our stations. In just a short period of
time, these sites have already become profitable and the revenue
doliars are growing.

0: Where do you think satellite radio fits in?

A: Bob Neil: Satellite radio has had very little, if any, effect on
our markets. It is a generic product and misses the fact that
people like to listen to local personalities. They want to know
about the traffic, the weather, what events are going on down-
town. They want to be able to call in and talk one-on-one with
the on-air talk show hosts. Satellite radio is radio without the
direct local connection.

A: Marc Morgan: By getting
involved in the community and
building our stations around
local tastes, we provide that
listener intimacy that satellite
radio just can't duplicate.

0: What steps is Cox Radio taking in light of the
increased emphasis on internal control?

A: Neil Johnston: This past year, we began evaluating and doc-
umenting our financial processes and procedures to prepare for
management’s attestation on internal control. We have created
internal control assessment questionnaires and have conducted
site visits to measure the effectiveness of our procedures. We
are committed to a high level of financial integrity and are
confident that our business processes and internal control
will meet the demands of both Sarbanes-Oxley and the SEC.

Q: What's ahead for Cox Radio?

A: Bob Neil: First, many of our stations are not what | would
consider mature at this point. We believe these stations can
improve significantly by applying our operating strategies and
through careful management. Secondly, we will continue to
look for appropriate opportunities to add to our portfolio either
in our existing markets or new markets. Finally, we will continue
to reinforce our relationship with our listeners and advertisers
through disciplined research, community events, strategic sell-
ing and listener-focused programming. We fully expect what’s
ahead for us is more growth.

Cox Radio, Inc.




Our Stations, Rankings and Locations

CO)

RADIO, INC.
Locations

. Atlanta, GA

. Birmingham, AL

. Bridgeport, CT

. Dayton, OH

. Greenville-Spartanburg, SC
. Honolulu, HI

. Houston, TX

. Jacksonville, FL

. Long Island, NY

10. Louisville, KY

11. Miami, FL

12. New Haven, CT

13. Orlando, FL

14. Richmond, VA

15. San Antanio, TX

16. Stamford-Norwalk, CT
17. Tampa, FL

18. Tulsa, OK

W 00~ O WY S LI R +—

Marlet"/ Rank in Target Market™/ Rank in Target
Station Call Demographic Station Call Demographic
Letters Format Group GM Letters Format Group G
ATLANTA BIRMINGHAM (continued)
WSB-AM  News/Talk 1 David Meszaros WODL-FM Oldies 14
WALR-FM  Urban Adult Contemporary 4 Tony Kidd WZZK-AM  Classic Country 24
WFOX-FM Urban Contemporary 23 (formerly WRIS-AM)
WSB-FM Adult Contemporary 5  Chris Wegmann DAYTON
WBITS-FM Riythmic CHR ’ WHKO-FM  Country 2 Donna Hall
BIRMINGHAM WHIO-AM News/Talk 6
WBHK-FM R&B/Soul I David DuBose WZLR-FM Classic Rock 6
WBHI-FM Hip Hop 1 WDPT-FM 80's 13
e : »
WAGG-AM Gospel 12 WIMZ-FM Urban 2 Steve Sinicropi
‘ WHZT-FM Rhythmic CHR 2
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Market®/

Rank in Target

Station Call Demographic
Letters Format Group GM
HONOLULU
KCCN-FM Hawaiian CHR 1 Michael Kelly
KRTR-FM Adult Contemporary 2
KINE-FM Hawaiian Aduit Contemporary 4
KXME-FM Rhythmic CHR 4
KGMZ-FM@  Qldies 7
HOUSTON
KLDE-FM Oldies 8  Caroline Devine
KTHT-FM Country Legends 10
KKBQ-FM Country 11
KHPT-FM 80's 14
JACKSONVILLE
WEYV-FM Classic Rock 1 Dick Williams
WOKV-AM News/Talk 2
WAPE-FM CHR 2
WMXQ-FM 80's 4
WHKQL-FM Oldies 5
LONG ISLAND
WBAB-FM Mainstream Rock 1 Austin Vali
WHFM-FM Mainstream Rock -
WBLI-FM CHR 2
LOUISVILLE
WVEZ-FM Adult Contemporary 2 Rolf Pepple
WSFR-FM Classic Rock 5
WRKA-FM Oldies 5
WPTI-FM 80's 10
MIAMI
WHQT-FM Urban Adult Contemporary 2 Jerry Rushin
WEDR-FM Urban Contemporary 2
WFLC-FM Hot Adult Contemporary 7 Mike Disney
WPYM-FM Dance CHR 7
ORLANDO
WHTG-FM Classic Rock 1 Debbie Morel
WMMO-FM  Rock Adult Contemporary 6
WDBO-AM News/Talk 3 Bill Hendrich
WWKA-FM Country 3
WCFB-FM Urban Adult Contemporary 5 Brian Elam
WPYO-FM CHR Rhythmic 10
RICHMOND
WKLR-FM Classic Rock 1 Steve McCall
WHKHK-FM Country 2
WMXB-FM Hot Adult Contemporary 3
WDYL-FM New Rock 3

Market"/ Rank in Target
Station Call Demographic
Letters Format Group GM
SAN ANTONIO
KONO-FM Oldies 1 Marty Choate
KONO-AM Oldies -
KCYY-FM Country 2
KELZ-FM Adult CHR 8
(formerly KCJZ-FM)
KKYX-AM Classic Country 17
KISS-FM Active Rock 1 Virgil Thompson
KSMG-FM Hot Adult Contemporary 11
SOUTHERN CONNECTICUT
New Haven

WPLR-FM  Classic Rock/Mainstream 1
WYBC-FM® Urban Adult Contemporary 2
Bridgeport/fairfield County

WEZN-FM  Adult Contemporary 2
Stamford-Norwalk
WKHL-FM  Oldies 5
WEFX-FM  Classic Rock 6
WSTC-AM  News/Talk 27
WNLK-AM  News/Talk 31
TAMPA
WWRM-FM  Adult Contemporary 2
WDUV-FM Soft Adult Contemporary 4
WPOI-FM 80’s 6
WSUN-FM Alternative Rock 4
WXGL-FM Classic Hits 9
(formerly WBBY-FM)
WHPT-FM Classic Rock 10
TULSA
KWEN-FM Country 2
KRMG-AM News/Talk 3
KRTQ-FM Active Rock 3
KISR-FM Classic Rock 4
KRAV-FM Adult Contemporary 4

Kim Guthrie

Kim Guthrie

Robin Faller

Howard Tuuri

Jay 0'Connor

Dan Lawrie

Source: Arbitron Market Reports four-book average for Winter 2003,

Spring 2003, Summer 2003 and Fall 2003.
“hetropolitan market served; city of license may differ.
™ Station operated by Cox Radio under a Joint Sales Agreement.

“ Audience rank information for WBAB-FM and WHFM-FM are combined because

the stations are simulcast,

“hudience rank information for KONO-FM and KONO-AM are combined because

the stations are simulcast.
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Board of Directors pictured)

(seated frorp left to right)

Robert F. Neil

President and Chief Executive Officer,
Cox Radio, Inc.

James C.'Kennedy

Cha/rmah, Cox Radio, Inc.

Chairman and Chief Executive Officer,
Cox Enterprises, Inc.

(standing from left to right)

Marc W. Morgan

Executivé Vice President and
Chief Operating Officer,

Cox Radio, Inc.

G. Denni$ Berry
President and Chief Operating Officer,
Cox Enterprises, Inc.

Paul M. Hughes
President and Chief Operating Officer,
0G Holding Ltd.

Richard A. Ferguson
Executive Vice President,
Cox Radio, Inc.

Juanita P. Baranco

Executive Vice President and
Chief Operating Officer,
Baranco Automotive Group

Nicholas D. Trigony
Retired President,
Cox Broadcasting, Inc.

Senior
lManagement

Robert F. Neil
President and Chief
Executive Officer

Marc W. Morgan
Executive Vice President and
Chief Operating Officer

Richard A. Ferguson
Executive Vice President

Neil 0. Johnston
Vice President and
Chief Financial Officer

Richard A. Reis
Group Vice President

Caroline J. Devine
Regional Vice President

Kimberly A. Guthrie
Regional Vice President

Jarrett A. 0'Connor
Regional Vice President

Robert B. Reed
Regional Vice President

Gregg A. Lindah!
Vice President of CXRi

Roxann L. Miller
Vice President of Research
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[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2003
{ 1 TRANSITION REPQORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 1-12187

001

(Exact name of registrant, as specified in its charter)

Delaware 58-1620022
(State or other jurisdiction of incorporation or organization) (L.R.S. Employer Identification No.)
6205 Peachtree Dunwoody Road, Atlanta, Georgia 30328
(Address of principal executive offices) {Zip Code)

Registrant’s telephone number, including area code: (678) 645-0000
SECURITIES REGISTERED PURSUANT TO SECTION 12(h} OF THE ACT:

Title of Each Class Name of Each Exchange on Which Registered
Class A common stock, par value $0.33 per share New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:
NONE

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months {or for such shorter period that the registrant was required to file such reports),
and {2) has been subject to such filing requirements for the past 90 days. Yes [X] No[]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in
Part Il of this Form 10-K or any amendments to this Form 10-K. [X]

Indicate by check mark whether the registrant is an accelerated filer {as defined in Exchange Act Rule 12b-2). Yes [X] No[]

As of June 30, 2003, the last business day of the registrant’s most recently completed second fiscal quarter, the aggregate mar-
ket value of the Class A common stock held by non-affiliates was $858,669,175 based on the closing price on the New York Stock
Exchange on such date.

There were 41,787,154 shares of Class A common stock outstanding as of January 30, 2004.
There were 58,733,016 shares of Class B common stock outstanding as of January 30, 2004,

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the 2003 Annual Report to Shareholders and the Proxy Statement for the 2004 Annual Meeting of Shareholders are incor-
porated by reference into Part Il and Part ill.
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This Annual Report on Form 10-K is for the year ended December 31, 2003. This Annual Report madifies and supersedes docu-
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means that we can disclose important information to you by referring you directly to those documents. Information incorporated by
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matically update and supersede information contained in this Annual Report. In this Annual Report, “Cox Radio,” “we,

” ow“

us” and

“our” refer to Cox Radio, Inc. and its subsidiaries.
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iTEM 1. Business

Cox Radio, Inc. is the third largest radio broadcasting com-
pany in the United States and the largest pure-play radio station
group, hased on revenues, and has one reportable segment
for accounting purposes. We own or operate, or provide sales
services for 78 radio stations (67 FM and 11 AM) clustered in
18 markets. We operate three or more stations in 15 of our 18
markets. We operate a wide range of programming formats in
geographically diverse markets across the United States.

We are an indirect majority-owned subsidiary of Cox
Enterprises, Inc. Cox Enterprises indirectly owns approxi-
mately 62% of our common stock and has approximately
94% of the voting power of Cox Radio. We have two classes
of common stock outstanding, Class A common stock, par
value $0.33 per share, and Class B common stock, par value
$0.33 per share. Cox Enterprises’ wholly-owned subsidiary,
Cox Broadcasting, Inc., owns 100% of our outstanding Class
B common stock.

Cox Enterprises, a privately-held corporation headquartered in
Atlanta, Georgia, is one of the largest media companies in the
United States, with consolidated 2003 revenues of approxi-
mately $10.8 billion. Our business was operated as part of
Cox Enterprises prior to our initial public offering in September
1996, when Cox Enterprises transferred all of its U.S. radio
operations to Cox Radio. Cox Radio, as part of Cox Enterprises,
was a pioneer in radic broadcasting, building its first station in
1934, acquiring its flagship station, WSB-AM (Atlanta), in 1939,
and launching its first FM station, WSB-FM (Atlanta), in 1948.

We seek to maximize the revenues and broadcast cash flow
of our radio stations by operating and developing clusters of
stations in demographically attractive and rapidly growing
markets, including Atlanta, Birmingham, Houston, Jacksonville,
Miami, Orlando, San Antonio and Tampa. Further, we believe
that our experienced senior management team is well posi-
tioned to manage larger radio station clusters, as well as new
radio station clusters, and take advantage of new opportuni-
ties arising in the U.S. radio broadcasting industry.

As a result of our management, programming and sales
efforts, our radio stations are characterized by strong ratings
and above average power ratios (defined as total advertising
revenue share in a particular market divided by audience share
in such market). Qur stations are diversified in terms of format,
target audience, geographic location and stage of development.

We have a track record of acquiring, repositioning and
improving the operating performance of previously under-
performing stations. Management believes that a number of
our stations have significant growth opportunities or turnaround
potential and, therefore, can be characterized as start-up or
developing stations. We believe these stations can achieve
significant revenue growth by employing our operating strategy.
Management believes that our mix of stations in different stages
of development enables us to maximize our growth potential.

Asnuisiticns ant Dispositions

Al acquisitions discussed below have been accounted for
using the purchase method. As such, the results of operations
of the acquired stations have been included in the results of
aperations from the date of acquisition. Specific transactions
entered into by us during the past three years, and through
February 15, 2004, are summarized below.

In February 2001, we acquired WDYL-FM serving Richmond,
Virginia, and WIMZ-FM and WHZT-FM serving Greenville, South
Carolina, for a total of $52.5 million.

In February 2001, we entered into a joint sales agreement
(JSA) to provide sales and marketing services for WARV-FM
serving Richmond, Virginia, and simultaneously guaranteed
the owner’s financing for the acquisition of this station. In
February 2003, the owner sold WARV-FM and repaid the $1.0
million of indebtedness associated with this station, thereby
extinguishing our guarantee of that indebtedness. Also in
February 2003, the JSA related to this station terminated.

In February 2001, we disposed of WHOO-AM serving Orlando,
Florida, for $5.0 million.

In May 2001, we disposed of the assets of KGTO-AM serving
Tulsa, Oklahoma, for $0.5 million.

In July 2001, we disposed of the assets of WYBB-AM serving
Richmond, Virginia, for $0.7 million.

In January 2002, we disposed of the assets of KRTR-AM
serving Honolutu, Hawaii, for $0.6 million. The buyer of the
station had been operating the station under a local market-
ing agreement (LMA) since Qctober 2001. For more informa-
tion regarding LMAs, refer to “Federal Regulation of Radio
Broadcasting — Local Marketing Agreements and Joint Sales
Agreements” below.

In June 2002, we disposed of the assets of KCCN-AM serving
Honolulu, Hawaii, for $0.8 million.

In August 2002, we disposed of the assets of WBWL-AM
serving Jacksonville, Florida, for $2.5 million.

Cox Radis, Inc. 3
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The following table summarizes certain information relating to radio stations we own or operate:

Demographic Group
(Adults 25-54)

Target Target Demographic Group
Market® and Station Demographic Audience Audience
Call Letters Format Group Share Rank Share Rank
Atlanta
WSB-AM News/Talk Adults 35-64 121 1 8.5 2
WALR-FM Urban Adult Contemporary Adults 35-54 5.8 4 49 4
WSB-FM Adult Contemporary Women 25-54 57 5 4.3 7
WBTS-FM Rhythmic CHR Women 18-34 4.6 9 1.9 22
WFOX-FM Urban Contemporary Adults 25-54 1.7 23 1.7 23
Birmingham
WBHK-FM R&B/Soul Adults 25-54 12.2 1 12.2 1
WBHJ-FM Hip Hop Adults 18-34 13.6 1 5.3 5
WZZK-FM Country Adults 25-54 6.2 3 6.2 3
WBPT-FM 80's Adults 25-54 5.0 8 5.0 8
WAGG-AM Gospel Adults 25-54 35 12 3.5 12
WODL-FM Oldies Adults 35-54 25 14 1.9 18
WZZK-AM (formerly WRIS-AM) Classic Country Adults 25-54 0.4 24 0.4 24
Dayton
WHKO-FM Country Adults 25-54 9.8 2 9.8 2
WHIO-AM News/Talk Adults 35-54 46 6 4.1 7
WZLR-FM Classic Rock Men 25-54 5.5 6 4.1 7
WDPT-FM 80's Adults 25-54 2.2 13 2.2 13
Greenville-Spartanburg
WIMZ-FM Urban Adults 25-54 8.0 2 8.0 2
WHZT-FM Rhythmic CHR Adults 18-34 105 2 4.1 9
Honolulu
KCCN-FM Hawaiian CHR Adults 18-34 9.8 1 8.0 3
KRTR-FM Adult Contemporary Women 25-54 104 2 8.3 2
KINE-FM Hawaiian Adult Contemporary Adults 25-54 6.0 4 6.0 4
KXME-FM Rhythmic CHR Women 18-34 89 4 27 15
KGMZ-FM (2) Oldies Adults 35-54 53 7 4.3 10
Houston
KLDE-FM Oldies Adults 35-54 4.1 8 3.0 14
KTHT-FM Country Legends Adults 35-64 3.6 10 27 18
KKBQ-FM Country Adults 25-54 32 11 32 11
KHPT-FM 80’s Adults 25-54 3.0 14 3.0 14
Jacksonville
WFYV-FM Classic Rock Men 25-54 13.2 1 9.0 1
WOKV-AM News/Talk Adults 35-64 8.6 2 6.4 4
WAPE-FM CHR Women 18-34 104 2 48 8
WMXQ-FM 80's Adults 25-49 6.4 4 6.0 5
WKQL-FM Oldies Adults 35-54 7.1 5 5.8 6
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Demographic Group

Target Target Demographic Group (Adults 25-54)
Market" and Station Demographic Audience Audience
Call Letters Format Group Share Rank Share Rank
Long Island
WBAB-FM Mainstream Rock Men 25-54 7.7 1 5.6 2
WHFM-FM Mainstream Rock Men 25-54 - = - -4
WBLI-FM CHR Women 18-34 10.1 2 4.7 4
Louisville
WVEZ-FM Adult Contemporary Women 25-54 10.2 2 7.0 3
WSFR-FM Classic Rock Adults 25-54 5.3 5 5.3 5
WRKA-FM Oldies Adults 35-54 5.2 5 4.3 9
WPTI-FM 80's Adults 25-54 3.9 10 39 10
Miami
WHQT-FM Urban Adult Contemporary Adults 25-54 54 2 54 2
WEDR-FM Urban Contemporary Aduits 18-34 9.2 2 5.1 3
WFLC-FM Hot Adult Contemparary Women 25-54 4.6 7 4.0 S
WPYM-FM Dance CHR Adults 18-34 - 4.6 7 3.1 15
Orlando .
WHTQ-FM Classic Rock Men 35-54 8.2 1 45 9
WDBO-AM News/Talk Adults 35-64 6.3 3 44 10
WWHKA-FM Country Adults 25-54 6.2 3 6.2 3
WCFB-FM Urban Adult Contemporary Adults 25-54 5.5 5 55 5
WMMO-FM Rock Adult Contemporary Adutts 25-54 5.1 6 5.1 6
WPYO-FM ’ CHR Rhythmic Aduits 18-34 46 10 1.9 19
Richmond
WKLR-FM Classic Rock Men 25-54 8.6 1 6.3 3
WKHK-FM Country Adults 25-54 8.6 2 8.6 2
WMXB-FM Hot Adult Contemporary Women 25-54 7.1 3 5.7 6
WDYL-FM New Rock Men 18-34 9.3 3 31 13
San Antonio
KONO-FM Oldies Adults 35-54 9.5 1 7.1 1
KONO-AM QOldies Adults 35-54 —H - -4 -4
KISS-FM Active Rock Adults 18-49 3.8 1 6.1 4
KCYY-FM Country Adults 25-54 6.2 2 6.2 2
KELZ-FM (formerly KCJZ-FM) Adult CHR Adults 18-34 4.1 8 2.1 18
KSMG-FM Hot Adult Contemporary Aduits 25-54 43 11 4.3 11
KKYX-AM Classic Country Adults 35-64 1.8 17 0.8 24
Southern Connecticut
Bridgeport
WEZN-FM Aduit Contemporary Women 25-54 148 2 117 2
New Haven
WPLR-FM Classic Rock/ Mainstream Men 25-54 16.7 1 12.1 1
WYBC-FM (2) Urban Adult Contemporary Adults 25-54 7.4 2 74 2
Stamford-Norwalk
WKHL-FM Oldies Adults 35-54 5.6 5 4.6 5
WEFX-FM Classic Rock Adults 25-54 41 6 4.1 6
WSTC-AM News/Talk Adults 35-64 1.4 27 0.9 27
WNLK-AM News/Talk Aduits 35-64 0.5 3l 0.5 33
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Demographic Group
(Adults 25-54)

Target Target Demographic Group
Market® and Station Demographic Audience Audience
Call Letters Format Group Share Rank Share Rank
Tampa
WWRNM-FM Adult Contemporary Women 25-54 7.6 2 5.0 9
WDUV-FM Soft Adult Contemporary Adults 35-64 6.8 4 31 14
WSUN-FM Alternative Rock Men 18-34 7.2 4 2.8 15
WPOI-FM 80’s Adults 25-54 5.3 6 5.3 6
WXGL-FM (formerly WBBY-FM) Classic Hits Adults 35-54 4.2 9 3.2 13
WHPT-FM Classic Rock Men 25-44 4.3 10 2.8 15
Tulsa
KWEN-FM Country Adults 25-54 9.4 2 9.4 2
KRMG-AM News/Talk Adults 25-54 6.5 3 6.5 3
KRTQ-M Active Rock Men 18-34 8.4 3 3.0 14
KISR-FM Classic Rock Men 25-54 5.6 4 4.4 8
KRAV-FM Adult Contemporary Women 25-54 7.1 4 5.2 6

Source: Arbitron Market Reports four-book average for Winter 2003, Spring 2003, Summer 2003 and Fall 2003.

"' Metropotitan market served; city of license may differ.
@Station operated by Cox Radio under a JSA.

@ Audience share and audience rank information for WBAB-FM and WHFM-FM are combined because the stations are simulcast.
“ Audience share and audience rank information for KONO-FM and KONO-AM are combined because the stations are simulcast.

Cperating Siralegy
The following is a description of the key elements of our
operating strategy:

Clustering of Stations
We operate our stations in ¢lusters to:

* Enhance net revenue growth by increasing the appeal of our
stations to advertisers and enabling such stations to compete
more effectively with other forms of advertising; and

e Achieve operating efficiencies by consolidating broadcast
facilities, eliminating duplicative positions in manage-
ment and production and reducing overhead expenses.

Management believes that operating several radio stations in
each of its markets enables its sales teams to offer advertisers
more attractive advertising packages. Furthermore, as radio
clusters achieve significant audience share, they can deliver to
advertisers the audience reach that historically only television
and newspapers could offer, with the added benefit of frequent
exposure to advertisers’ target customers. Management believes
that our clusters of stations, and their corresponding audience
share, provide opportunities to capture an increased share of
total advertising revenue in each of our markets.

Development of Under-Performing Stations

Our management has demonstrated its ability to acquire
under-performing radio stations and develop them into con-
sistent ratings and revenue leaders. Our historic margins
reflect the acquisition and continued development of under-
performing stations, as well as the fact that increases in
net revenue are typically reatized subsequent to increases in
audience share. Management believes that a number of our
stations have significant growth opportunities or turnaround
potential and can therefore be characterized as start-up or
developing stations.

Implementation of Cox Radio’s ianagement Philosophy
QOur local station operations, supported by a lean corporate
staff, employ a management philosophy emphasizing:

o Market research and targeted programming;
» A customer-focused selling strategy for advertising; and
* Marketing and promotional activities.

Market Research and Targeted Programming

Qur research, programming and marketing strategy combines
extensive research with an assessment of competitors’ vul-
nerabilities and market dynamics in order to identify specific
audience opportunities within each market. We also retain
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consultants and research organizations to continually evalu-
ate listener preferences. Using this information, we tailor the
programming, marketing and promotions of each station to
maximize its appeal to its target audience. Qur disciplined
application of market research enables each of our stations
to be responsive to the changing preferences of its targeted
listeners. This approach focuses on the needs of the listeners
and their community and is designed to improve ratings and
maximize the impact of advertising for our customers.

Through our research, programming and marketing, we also
seek to create a distinct and marketable local identity for
gach of our stations in order to enhance audience share and
listener loyalty and to protect against direct format competition.
To achieve this objective, we employ and promote distinct
high-profile on-air personalities and local sports program-
ming at many of our stations. For example, we broadcast
“Rush Limbaugh” in Dayton and Jacksonville; “The Clark
Howard Show” in Atlanta, Dayton, Jacksonville, and Tulsa;
“Neal Boortz” in Atlanta, Dayton, Jacksonville, Orlando and
Tulsa; “Tom Joyner” in Atlanta, Birmingham, Greenville, Miami,
Orlando and Southern Connecticut; “Sean Hannity” in Atlanta,
Dayton, Tulsa, Jacksonville and Orlando; the Atlanta Braves
and Atlanta Hawks in Atlanta; the Jacksonville Jaguars in
Jacksonville; and the Orlando Magic in Orlando.

Customer-Focused Selling Strategy for Advertising

We have implemented a unique, customer-focused approach
to selling advertising known as the Consultative Selfling System.
Qur sales personnel are trained to approach each advertiser
with a view towards solving the marketing needs of the cus-
tomer. In this regard, the sales staff consults with customers,
attempts to understand their business goals and offers com-
prehensive marketing solutions, including the use of radio
advertising. Instead of merely selling station advertising time,
our sales personnel are encouraged to develop innovative
marketing strategies for the station's advertising customers.

Warketing and Promotional Activities

Qur stations regularly engage in significant local promo-
tional activities, including advertising on local television and
in local print media, participating in telemarketing and direct
mailings and sponsoring contests, concerts and events. Special
events may include charitable athletic events, events centered
on a major local occasion or local ethnic group and special
community or family events. We also engage in joint promo-
tional activities with other media in our markets to further
leverage our promotional spending. These promotional efforts
help our stations add new listeners and increase the amount
of time spent listening to the stations.

Strong Management Teams

In addition to relying upon our experienced senior operating
management, we place great importance on the hiring and
development of strong local management teams and have
been successful in retaining experienced management teams
that have strong ties to their communities and customers.

We invest significant resources in identifying and training
employees to create a talented team of managers at all levels
of station operations. These resources include:

* Gallup/SRI, which helps us identify and select talented
individuals for management and sales positions;

» Center for Sales Strategy, an independent sales and
management training company which trains and develops
managers and sales executives; and

e A program of leadership development conducted by our
senior operating management and outside consultants.

Local managers are empowered to run the day-to-day oper-
ations of their stations and to develop and implement strate-
gies that will improve station performance and establish
long-term refationships with listeners and advertisers. The
compensation of the senior operating management team and
local station managers is dependent upon financial
performance, and incentives to enhance performance are pro-
vided through awards under our Amended and Restated
Long-Term Incentive Plan.

Clustering Sirzlegy

We have implemented our clustering strategy through the
acquisition of radio stations in several of our existing markets as
well as in new markets and disposition of certain radio stations
that did not enhance our operating clusters. Management
believes that larger, well-capitalized companies with experi-
enced management, such as Cox Radio, are best positioned
to take advantage of acquisition opportunities. Management
considers the following factors when making an acquisition:

Ifarket Selection Considerations

QOur acquisition strategy has been focused on clustering
stations in our existing markets and making opportunistic
acquisitions in additional markets in which we believe that
we can cost-effectively achieve a leading position in terms of
audience and revenue share. Management believes that we
will have the financial resources and management expertise
to continue to pursue our acquisition strategy when appropri-
ate opportunities arise. Certain future acquisitions may be
limited by the multiple and cross-ownership ruies of the Federal
Communications Commission. See “Federal Regulation of
Radio Broadcasting — General Ownership Matters."
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Station Considerations

We expect to concentrate on acquiring radio stations that
offer, through the application of our operating philosophy, the
potential for improvement in the station’s performance. Such
stations may be in various stages of development, which
presents us with an opportunity to apply our management tech-
niques and to enhance asset value. In evaluating potential
acquisitions, we consider the strength of a station’s broadcast
signal. A powerful broadcast signal enhances delivery range
and clarity, thereby influencing listener preference and loyalty.
We also assess the strategic fit of an acquisition with our exist-
ing clusters of radio stations. When entering a new market,
we expect to acquire a “platform” upon which to expand our
portfolio of stations and to build a leading cluster of stations.
Industry Cvarvian

The primary source of revenues for radio stations is the sale
of advertising time to local and national spot advertisers and
national network advertisers. During the past decade, local
advertising revenue as a percentage of total radio advertising
revenue in a given market has ranged from approximately
75% to 80% according to the Radic Advertising Bureau. The
growth in total radio advertising revenue tends to be fairly
stable. With the exception of 2001 and 1991, when total radio
advertising revenue fell by approximately 7.4% and 2.8%,
respectively, advertising revenue has risen each year since
1950 according to the Radio Advertising Bureau.

According to the Radio Advertising Bureau's Radio Marketing
Guide and Fact Book for Advertisers, 2003-2004, radio reaches
approximately 94% of all consumers over the age of 12 every
week and 75% of persons over the age of 12 turn on their radios
every day. More than 60% of all radio listening is done outside
the home, in contrast to other advertising media, and radio
reaches 82% of adults 18 and older in the car each week. The
average listener over the age of 12 spends an average of 20
hours per week listening to radio. Most radio listening occurs
during the morning and evening hours, and as a result, radio
advertising sold during these “drive time" periods achieves
premium advertising rates,

Radio is considered an efficient, cost-effective means of
reaching specifically identified demographic groups. Stations
are typically classified by their on-air format, such as country,
adult contemporary, oldies or news/talk. A station’s format and
style of presentation enables it to target certain demographics.
By capturing a specific share of a market’s radio listening
audience, with particular concentration in a targeted
demographic, a station is able to market its broadcasting
time to advertisers seeking to reach a specific audience.

Advertisers and stations utilize data published by audience
measuring services, such as Arbitron, to estimate how many
peopie within particular geographical markets and demo-
graphics listen to specific stations.

The number of advertisements that can be broadcast without
jeopardizing listening levels (and the resulting ratings) is
limited in part by the format of a particular station and the
local competitive environment. Although the number of adver-
tisements broadcast during a given time period may vary, the
total number of advertisements broadcast on a particular
station generally does not vary significantly from year to year.

A station’s local sales staff generates the majority of its
local and regional advertising sales through direct solicitations
of local advertising agencies and businesses. To generate
national advertising sales, a station usually will engage a
firm that specializes in soliciting radio advertising sales on a
national level. National sales representatives obtain advertising
principally from advertising agencies located outside the sta-
tion’s market and receive commissions based on the revenue
from the advertising obtained.

Gompatition

The radio broadcasting industry is a highly competitive
business. Cox Radio is the third largest radio broadcasting
company in the United States, based on revenues. Infinity
Broadcasting Corporation and Clear Channel Communications,
Inc. are larger than Cox Radio, both in terms of revenues and
number of stations cwned or operated. Cumulus Media, Inc.,
Citadel Broadcasting Corporation, Entercom Communications
Corporation, Salem Communicaticns Corporation and Saga
Communications own or operate more radio stations than we
do; however, according to “Who Owns What" as of February
2004, these radio station groups report lower revenues.

The success of each of our stations depends largely upon our
audience ratings and our share of the overall advertising revenue
within the particular market. Our stations compete for listeners
directly with other radio stations in their respective markets,
primarily on the basis of program centent that appeals to a target
demographic group. By building a strong listener base consisting
of a specific demographic in each of our markets, we are able to
attract advertisers seeking to reach those listeners. Our stations
compete for advertising revenue directly with other radio stations
and with other electronic, broadcast and print media within their
respective markets.
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Factors that are material to a station's competitive position
include management experience, the station's audience share
and rank in its market, transmitter power, assigned frequency,
audience characteristics, local program acceptance, and the
number and characteristics of other stations in the market
area. We attempt to improve our competitive position by:

» researching stations’ programming;

« implementing advertising and promotional campaigns
aimed at the demographics targeted by our stations; and

* managing our sales efforts to attract a larger share of
advertising revenue.

Broadcasters also may, within limits, enter into joint arrange-
ments with other stations in a market relating to programming,
advertising sales and station operations. Management believes
that radio stations that elect to take advantage of these oppor-
tunities may, in certain circumstances, have lower operating
costs and may be able to offer advertisers more attractive rates
and services. We also compete with other radio station groups to
purchase additional radio stations.

Although the radio broadcasting industry is highly competitive,
some barriers to entry exist. The operation of a radio broadcast
station requires a license from the Federal Communications
Commission (the FCC). The number of radio stations that a
single entity may own and operate in a given market is limited
by the availability of FM and AM radio frequencies allotted by
the FCC to communities in that market, as well as by the FCC's
multiple ownership rules. These rules (which are discussed
further under “Federal Reguiation of Radio Broadcasting”
below) regulate the number of stations that may be owned
and controlled by a single entity. The FCC also uses competi-
tive bidding procedures (auctions) to select among mutually
exclusive applicants for new broadcast stations and major
changes to existing stations.

Potential advertisers can substitute advertising on radio
stations with advertising through:

* broadcast television,

» cable television,

o direct broadcast satellite television,

o daily, weekly and free-distribution newspapers,
e other print media,

¢ direct mail and

* on-line computer services.

2003 Form 10- Annual Feoort

Competing media commonly target the customers of their
competitors, and advertisers regularly shift dollars from radio
to these competing media and vice versa. Accordingly, there
can be no assurance that any of our stations will be able to
maintain or increase its advertising revenue share. in addition,
the radio broadcasting industry is subject to competition from
new media technologies that are being developed or introduced,
such as the delivery of audio programming by cable television
systems, by satellite digital audio radio service and by digital
audio broadcasting. Digital audio broadcasting and satellite
digital audio radio service provide for the delivery by terrestrial
or satellite means of multiple new audio programming formats
with compact disc quality sound to local and national audiences.
The delivery of information through the internet also has created
a new form of competition. The radio broadcasting industry
historically has grown despite the introduction of new tech-
nologies for the delivery of entertainment and information,
such as broadcast television, cable television, the Internet,
audiotapes and compact discs. A growing population and
greater availability of radios, particularly car and portable
radios, have contributed to this growth. There can be no
assurance, however, that the development or introduction in
the future of any new media technology will not have an
adverse effect on the radio broadcasting industry.

Federe] Regwisiion of Jadic Broadessiing

The ownership, operation and sale of radio stations, including
those licensed to Cox Radio, are subject to the jurisdiction of the
FCC, which acts under authority granted by the Communications
Act of 1934, as amended (the Communications Act). Among
other things, the FCC assigns frequency bands for broadcasting,
determines the particular frequencies, locations and operating
power of stations, issues, renews and modifies station licenses,
determines whether to approve changes in ownership or con-
trol of station licenses, regulates equipment used by stations,
adopts and implements regulations and policies that directly
or indirectly affect the ownership, operation, program content,
employment practices and business of stations, and has the
power to impose penalties, including license revocations, for
violations of its rules or the Communications Act.

The foliowing is a brief summary of certain provisions of the
Communications Act and of specific FCC rules and policies.
This summary focuses on provisions material to our business,
and a reader should refer to the Communications Act, FCC
rules and public notices and rulings of the FCC for further
information concerning the nature and extent of FCC regula-
tion of broadcast stations.
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License Renewal

Radio stations operate pursuant to renewable broadcasting
licenses that are ordinarily granted by the FCC for maximum
terms of eight years. A station may continue to operate beyond
the expiration date of its license if a timely-filed license renewal
application is pending. During the periods when renewal appli-
cations are pending, petitions to deny license renewals can be
filed by interested parties, including interest groups and members
of the public. The FCC is required to hold hearings on a station’s
renewal application only if a substantial or material question
of fact exists as to whether the station has served the public
interest, convenience and necessity. If, as a result of an
evidentiary hearing, the FCC determines that the licensee has
failed to meet certain requirements and that no mitigating
factors justify the imposition of a lesser sanction, then the
FCC may deny a license renewal application.

Between 2003 and 2006, all existing radio broadcast licenses
must be renewed by the FCC. The FCC reviews all stations
licensed to serve communities in a particular state at the
same time. Historically, our FCC licenses have generally been
renewed. We have no reason to believe that our licenses will
not be renewed in the ordinary course, although there can be
no assurance to that effect. As of February 15, 2004:

® ali of our licenses that expired in 2003 or the first quarter
of 2004 had been renewed;

o applications covering our stations in the Atlanta and
Birmingham markets were pending with the FCC;

* we intend to timely file renewal applications covering our
stations in the Louisville and Dayton markets in 2004; and

* we expect to timely file renewal applications covering our
remaining stations in 2005 and the first half of 2006.

A table showing our stations grouped by metropolitan market
and listing the expiration date for each FCC license appears
below. The non-renewal of one or more of our licenses could
have a material adverse effect on our business.

The FCC classifies each AM and FM station. An AM station
operates on a clear channel, regional channel or local channel.
A clear channel is one on which AM stations are assigned to
serve wide areas. Clear channel AM stations are classified as:

® (lass A stations, which operate on an unlimited time
basis and are designed to render primary and secondary
service over an extended area:

e Class B stations, which operate on an unlimited time
basis and are designed to render service over a primary
service area; or

¢ Class D stations, which operate either during daytime
hours only, during limited times only or on an unlimited
time basis with low nighttime power.

A regional channel is one on which Class B and Class D AM
stations may operate and serve primarily a principal center of
population and the rural areas contiguous to it. A local chan-
nel is one on which AM stations operate on an unlimited time
basis and serve primarily a community and the suburban and
rural areas immediately contiguous thereto. Class C AM sta-
tions operate on a local channel and are designed to render
service only over a primary service area that may be reduced
as a consequence of permitted interference from other stations.

The minimum and maximum facilities requirements for an
FM station are determined by its class. FM class designations
depend upon the geographic zone in which the transmitter of
the FM station is located. In general, commercial FM stations
are classified as follows, in order of increasing power and
antenna height: Class A, BI, C3, B, C2, C1, C0 and C.
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The following table sets forth selected information concerning each of the stations owned, or operated pursuant to a JSA, by Cox
Radio, including the metropolitan market served (city of license may differ), frequency, FCC license expiration date (a station may
continue to operate beyond the expiration date if a timely-filed license renewal application is pending), FCC license classification,
and antenna height above average terrain and power:

Expiration Date Height Above
Market®™ and Station Call Letters Frequency of License Class Average Terrain Power
Atlanta
WSB-AM 750 KHz 4/1/04® A N.A. 50 kw
WALR-FM 104.1 MHz 4/1/04® Cl I m 60 kw
WSB-FM 98.5 MHz 4/1/04® C 33 m 100 kw
WBTS-FM 95.5 MHz 4/1/04® Cl 340 m 74 kw
WFOX-FM 97.1 MHz 4/1/04@ C 483 m 100 kw
Birmingham
WBHK-FM® 98.7 MHz 41704 Cl 408 m 39 kw
WBHJ-FM 95.7 MHz 4/1/04% Cl 299 m 100 kw
WZZK-FM®™ 104.7 MHz 4/1/04% Co 404 m 100 kw
WBPT-FM® 106.9 MHz 4/1/04% co 404 m 100 kw
WAGG-AM 610 KHz 4/1/04% B N.A. 5 kw day
1 kw night
WODL-FM 97.3 MHz 4/1/04¢ A 306 m 0.64 kw
WZZK-AM (formerly WRIS-AM) 1320 KHz 4/1/04% D NA. 5 kw day
0.111 kw night
Dayton
WHKO-FM 99.1 MHz 10/1/04 B 325m 50 kw
WHIO-AM 1290 KHz 10/1/04 B N.A. 5 kw
WZLR-FM 95.3 MHz 10/1/04 A 98 m 6 kw
WDPT-FM 95.7 MHz 10/1/04 B 145m 50 kw
Greenville-Spartanburg
WIMZ-FM 107.3 MHz 12/1/11 ‘ C 308m 100 kw
WHZT-FM 98.1 MHz 12/1/11 C 304m 100 kw
Honolulu
KCCN-FM 100.3 MHz 2/1/06 C 539 m 100 kw
KRTR-FM 96.3 MHz 2/1/06 C 645 m 75 kw
KINE-FM 105.1 MHz 2/1/06 C 599 m 100 kw
KXME-FM 104.3 MHz 2/1/06 G 645 m 75 kw
KGMZ-FM® 107.9 MHz 2/1/06 C 599 m 100 kw
Houston
KLDE-FM 107.5 MHz 8/1/05 C 601 m 98 kw
KTHT-FM 97.1 MHz 8/1/05 C 563 m 100 kw
KKBQ-FM 92.9 MHz 8/1/05 C 585 m 100 kw
KHPT-FM 106.9 MHz 8/1/05 C 579 m 100 kw
Jacksonville
WEYV-FM 104.5 MHz 2/1/12 C 309m 100 kw
WOKV-AM 690 KHz 2/1/12 B N.A. 50 kw day
10 kw night
WAPE-FM 95.1 MHz 2112 C 300m 100 kw
WMXQ-FM 102.9 MHz 2/1/12 C 309m 100 kw
WHKQL-FM 96.5 MHz 211112 C 309 m 100 kw
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Market® and Station Call Letters Frequency of License Class Average Terrain Power
Long Island
WBAB-FM 102.3 MHz 6/1/06 A 82m b kw
WHFM-FM 95.3 MHz 6/1/06 A 108 m 5 kw
WBLI-FM 106.1 MHz 6/1/06 B 152 m 49 kw
Louisville
WVEZ-FM 106.9 MHz 8/1/04 B 204 m 24.5 kw
WSFR-FM 107.7 MHz 8/1/04 Bl 173m 8.2 kw
WRKA-FM 103.1 MHz 8/1/04 A 95 m 6 kw
WPTI-FM 103.9 MHz 8/1/04 A 149m 1.35 kw
Miami
WHQT-FiM 105.1 MHz 2/1/12 co 307 m 100 kw
WEDR-FM 99.1 MHz 2/1/12 Cl 280 m 100 kw
WFLC-FM 97.3 MHz 21412 ¢ 307 m 100 kw
WPYM-FM 93.1 MHz 2/1/12 C 307 m 100 kw
Orlando
WHTQ-FM 96.5 MHz 21112 C 454 m 100 kw
WDBO-AM 580 KHz 2/1/12 B N.A. 5 kw
WWHKA-FM 92.3 MHz 2/1/12 C 454 m 100 kw
WCFB-FM® 94.5 MHz 2/1/12 C 451 m 100 kw
WMMO-FM 98.9 MHz 21112 C2 159 m 44 kw
WPYO-FM 95.3 MHz 211112 A 144 m 2.9 kw
Richmond
WHKLR-FM 96.5 MHz 10/1/11 B 138 m 50 kw
WKHK-FM 95.3 MHz 10/1/11 Bl 120m 17.5 kw
WIVXB-FM 103.7 MHz 10/1/11 B 256m 20 kw
WDYL-FM 101.1 MHz 10/1/11 A 112m 4 kw
San Antonio
KONO-FM 101.1 MHz 8/1/05 Cl 302 m 98 kw
KONO-AM 860 KHz 8/1/05 B N.A. 5 kw day
0.9 kw night
KISS-FiM 99.5 MHz 8/1/05 C 339m 100 kw
KCYY-FM 100.3 MHz 8/1/05 C 300m 100 kw
KELZ-FM (formerly KCJZ-FM) 106.7 MHz 8/1/05 C 310m 100 kw
KSMG-FM 105.3 MHz 8/1/05 C 38lm 95 kw
KKYX-AM 680 KHz 8/1/05 B N.A. 50 kw day
10 kw night
Southern Connecticut
Bridgeport
WEZN-FM 99.9 MHz 4/1/06 B 204 m 275 kw
New Haven
WPLR-FM 99.1 MHz 4/1/06 B 276 m 15 kw
WYBC-FM® 94.3 MHz 4/1/06 A 144 m 3 kw
Stamford-Norwalk
WKHL-FM 96.7 MH:z 4/1/06 A 100m 3 kw
WEFX-FM 95.9 MH:z 4/1/06 A 9lm 3 kw
WSTC-AM 1400 KHz 4/1/06 C NA. 0.78 kw
WNLK-AM 1350 KHz 4/1/06 B NA. 1 kw day
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Expiration Date Height Above
Market® and Station Call Letters Frequency of License Class Average Terrain Power
Tampa
WWRM-FM 94.9 MHz 2/1/12 C 470 m 100 kw
WDUV-FM 105.5 MHz 21112 Cl 410 m 46 kw
WSUN-FM 97.1 MHz 21112 C2 224 'm 115 kw
WPOI-FM 101.5 MHz 21112 C 470 m 100 kw
WXGL-FM (formerly WBBY-FM) 107.3 MHz 271112 Cl 182 m 100 kw
WHPT-FM 102.5 MHz 2112 C 503 m 100 kw
Tulsa .
KWEN-FM 95.5 MHz 6/1/05 C 405 m 100 kw
KRMG-AM 740 KHz 6/1/05 B NA. 50 kw day
25 kw night
KRTQ-FM 102.3 MHz 6/1/05 C2 150 m 50 kw
KISR-FM 103.3 MHz 6/1/05 C 390 m 100 kw
KRAV-FM 96.5 MHz 6/1/05 C 405m 100 kw

W Metropolitan market served; city of license may differ.

@A license renewal application was filed with the FCC on December 5, 2003 pursuant to an extension of the December 1, 2003 deadline for filing (DA 03-3739

released November 21, 2003).

@ Station operating at these parameters pursuant to temporary authority, An FCC application for a permanent license has been filed.
@A license renewal application was filed with the FCC on December 8, 2003 pursuant to an extension of the December 1, 2003 deadline for filing (DA 03-3739

released November 21, 2003).

“Cox Radio provides sales and other services to this station pursuant to a JSA.

Eznerzl Gwonershis latiers

The Communications Act prohibits the assignment of a broad-
cast license or the transfer of contro! of a broadcast licensee
without the prior approval of the FCC. To obtain the FCC's prior
consent to assign or transfer control of a broadcast license,
appropriate applications must be filed with the FCC. Depending
on whether the application involves the assignment of the
license or a “substantial change” in ownership or control
(e.g., the transfer of more than 50% of the voting stock), the
application may be required to go on public notice for a period
of approximately 30 days during which petitions to deny the
application may be filed by interested parties, including interest
groups and members of the public. When reviewing an assign-
ment or transfer application, the FCC is prohibited from con-
sidering whether the public interest might be served by an
assignment or transfer to any party other than the assignee or
transferee specified in the application.

The FCC's multiple ownership rules limit the permissible
acquisitions and investments we may make. The FCC generally
applies its ownership limits to “attributable” interests held by
an individual, corporation, partnership or other association. In
the case of corporations holding, or through subsidiaries con-
trolling, broadcast licenses, the interests of officers, directors
and those who, directly or indirectly, have the right to vote 5% or
more of the corporation’s stock (or 20% or more of such stock in
the case of insurance companies, investment companies and

bank trust departments that are passive investors) are generally
attributable. In December 2000, the FCC eliminated its long-
standing rule which provided that a minority stock interest in

a corporation would not be deemed attributable if there was a
single holder of more than 50% of the outstanding voting power
of the corporation. The United States Court of Appeals for the
District of Columbia Circuit subsequently reversed a similar rule
change the FCC had adopted with respect to the ownership of
cable systems. The FCC has suspended elimination of the
gxemption as it applies to the ownership of broadcast stations
and has commenced a rulemaking to evaluate further whether
to retain the exemption. This proceeding remains pending.

The FCC treats all partnership interests as attributable,
except for those limited partnership interests that are “insu-
lated” by the terms of the limited partnership agreement from
“material involvement” in the media-related activities of the
partnership. The FCC applies the same attribution and insula-
tion standards to limited liability companies and other new
business forms.

The FCC treats as attributable equity and debt interests if
they exceed 33% of a station licensee’s total assets when com-
bined and if the party holding the interest either (a) supplies
more than 15% of the station's total weekly programming or
(b) has an attributable interest in another media entity in the
same market. Under these rules, all non-conforming interests
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acquired before November 7, 1996 (other than LMAs) are
permanently grand-fathered and thus do not constitute
attributable ownership interests.

The Communications Act prohibits the holding of broadcast
licenses by any corporation of which more than 20% of the
capital stack is owned of record or voted by non-U.S. citizens,
a foreign government, any corporation organized under the
laws of a foreign country, or their representatives, or the hold-
ing of a broadcast license by any corporation directly or indi-
rectly controlled by any other corporation of which more than
25% of the capital stock is owned of record or voted by such
foreign persons, governments, entities or representatives,
unless the FCC finds that the public interest would be served
by granting a license under such circumstances. The FCC
generally has declined to permit the control of broadcast
licenses by corporations with foreign ownership or voting
rights in excess of the 25% benchmark.

Local Radio Ownership Rule and Radio Market
Concentration Issues

The FCC's local radio multiple ownership rule provides for cer-
tain limits on the number of radio stations that one entity may
own in a local geographic market. These limits are as follows:

 |n a radio market with 45 or more commercial radio
stations, a party may own, operate or control up to eight
commercial radio stations, not more than five of which
are in the same broadcast service (i.e., AM or FM);

¢ |n a radio market with between 30 and 44 (inclusive)
commercial radio stations, a party may own, operate or
control up to seven commercial radio stations, not more
than four of which are in the same broadcast service;

* In a radio market with between 15 and 29 (inclusive)
commercial radio stations, a party may own, operate or
control up to six commercial radio stations, not mare than
four of which are in the same broadcast service; and

¢ In a radioc market with 14 or fewer commercial radio
stations, a party may own, operate or control up to five
commercial radio stations, not more than three of which
are in the same broadcast service, except that a party
may not own, operate or control more than 50 percent of
the stations in the market.

Notwithstanding the limits contained in the FCC’s local
radio multiple ownership rule, the FCC has the authority to
permit any person or entity to own, operate or control, or have
an attributable ownership interest in a number of radio

broadcast stations in excess of the rule’s limits if the FCC
determines that such ownership, operation, control or interest
will result in an increase in the number of radio broadcast
stations that are in operation.

In addition to the FCC's rules governing radio ownership,
the Antitrust Division of the United States Department of
Justice and the Federal Trade Commission have the authority
to determine that a particular transaction presents antitrust
concerns. The Antitrust Division has, in some cases, obtained
consent decrees requiring radio station divestitures in a
particular market based on concerns that the status quo
constituted unacceptable concentration levels. The FCC also
independently examines issues of market concentration when
considering radio station acquisitions. The FCC has delayed
its approval of a number of proposed radio station purchases
by various parties because of concerns about market concen-
tration and has withheld approval of radio acquisitions if the
Antitrust Division has expressed concern regarding concen-
tration levels in a particular market, even if the acquisitions
comply with the FCC's lacal radio ownership rules.

The FCC does not currently regulate the number of radio sta-
tions that may be owned or controlled by one entity nationally.

Local Marketing Agreements and Joint Sales Agreements

A significant number of radio broadcast licensees, including
Cox Radio, have entered into LMAs or JSAs. Under a typical LMA,
separately-owned and licensed radio stations serving a com-
mon geographic area agree to function cogperatively in terms
of programming, advertising sales and various administrative
duties, subject to the licensee of each station maintaining
independent control over the programming and station opera-
tions of its own station and subject to compliance with other
requirements of the FCC’s rules and policies as well as the
antitrust laws. The LMA concept is referred to in the FCC rules
as “time brokerage” under which a licensee of a station is
permitted to sell the right to broadcast blocks of time on its
station to an entity or entities which program the blocks of
time and sell their own commercial advertising announcements
for their own account during the time periods in question. Under
a typical JSA, two separately owned radio stations serving a
common service area agree to function cooperatively in terms
of advertising sales only. Under such an arrangement, the
licensee of one station sells the advertising time for its own
account on the other licensee’s station, but does not provide
any programming to the other licensee’s station. This arrange-
ment is also subject to ultimate control by the latter licensee.
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The FCC's multiple ownership rules specifically permit radio
stations to enter into and implement LMAs, so long as the
licensee of the station, which is being programmed under the
LMA, maintains complete control over the operations of its
station and assures compliance with applicable FCC require-
ments. A radio station being programmed pursuant to an LMA
is considered an attributable ownership interest if the party
providing the programming of the LMA either (a) owns a radio
station, television station or a daily newspaper in the same
market or (b) has a combined equity/debt interest in the
licensee with a value exceeding 33% of the station licensee’s
total assets. JSAs are not currently attributable under the
FCC's ownership rules.

Radio/Television Cross-Ovmnarship Rule

The FCC's radio/television cross-cwnership rule currently per-
mits the common ownership or control of more than one radio
station, whether AM, FM or both, and a television station in
the same market based on the number of independently owned
media voices in the local market.

* In markets with at least 20 independently owned media
voices, a single entity may own up to two television sta-
tions and six radio stations. Alternatively, such an entity
is permitted to own one television station and seven radio
stations in the same market.

* |n a market that includes at least ten other independently
owned media voices, a single entity may own one televi-
sion station and up to four radio stations or, if permitted
under FCC rules dealing with local television ownership,
two television stations and up to four radio stations.

* Regardless of the number of media voices in a market,
a single entity may own one television station and one
radio station in any market and two television stations
and one radio station in markets where the FCC's rules
permit common ownership of two television stations.

Waivers of the radio/television cross-ownership rule will be
granted only under the “failed station” test (i.e., the subject sta-
tion has been off the air for at least four months or is currently
involved in involuntary bankruptey or insolvency praceedings).

Our parent company, Cox Broadcasting, Inc., and our indirect
parent, Cox Enterprises, have attributable ownership interests
in television stations located in:

¢ Qrlando, Florida (two stations);

¢ Charlotte, North Carolina (two stations);

» Johnstown, Pennsylvania;

¢ Pittsburgh, Pennsylvania;

* Dayton, Ohio;

* Steubenville, Ohio;

o Atlanta, Georgia;

» San Francisco/San Jose, California (two stations);

¢ [l Paso, Texas;

o Seattle, Washington; and

¢ Reno, Nevada.
Newspaper/Broadcast Cross-Ovinership Rule

The FCC's rules currently in effect prohibit the common
ownership of a radio or television broadcast station and a
daily newspaper in the same market. The FCC has granted a
permanent waiver of the radio/newspaper cross-ownership
rule only in those circumstances in which the effect of apply-
ing the rule would be “unduly harsh,” (i.e., the newspaper is
unable to sell the commonly owned station, the sale would be
at an artificially depressed price or the local community could
not support a separately-owned newspaper and radio station).
The FCG previously has granted only four permanent waivers of
this rule. Our ownership of WALR-FM in Atlanta, Georgia, was
granted pursuant to a temporary waiver and is conditioned on

the outcome of the challenges to the FCC's new media owner-
ship rules, as discussed helow.

Cox Enterprises, our indirect parent company, has attributable
ownership interests in daily newspapers located in:

« Grand Junction, Colorado;

¢ West Palm Beach, Florida;

o Atlanta, Georgia;

« Greenville, Rocky Mount and Elizabeth City, North Carolina;
¢ Dayton, Hamilton, Middletown and Springfield, Ohio; and

o Austin, Longview, Lufkin, Waco, Nacogdoches and
Marshall, Texas.
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Cox Enterprises has a non-attributable ownership interest in
a daily newspaper located in Daytona Beach, Florida.

Revisions (o the FCC's Media Ownership Rules

On Jure 2, 2003, the FCC adopted several new media own-
ership rules. Numerous parties have appealed various aspects
of the new rules, and the consolidated appeals are being
heard in the United States Court of Appeals for the Third
Circuit. On September 3, 2003 the Third Circuit issued a stay
of the new rules and, as a result, the prior media ownership
rules discussed above will remain in effect until challenges to
the new rules have been resolved. Briefs have been filed with
the Third Circuit and oral argument took place on February 11,
2004. A decision is not expected until mid-2004, and regard-
less of the outcome in the Third Circuit, further appeals to the
Supreme Court are likely. In summary form, the new media
ownership rules as adopted by the FCC that may be applica-
ble to Cox Radio once judicial review of the new rules has
been completed are as follows.

Local 2dio Limits

The FCC retained its current limits on the number of radio
stations overall and the number of radio stations in a broad-
cast service (AM or FM) that a single party may own in a local
market, but significantly revised how a market is determined.
First, both commercial and non-commercial stations will be
considered when determining market size. Second, the FCC
will use an Arbitron-based definition of a local radio market,
rather than a signal contour overlap definition as was used in
the past. These changes would, in a few instances, result in
currently-compliant Cox Radio ownership groupings becoming
non-compliant when the new rules take effect. Newly non-
compliant ownership groupings can be retained by their cur-
rent owners, but such groupings cannot be sold intact to
third parties, except third party small businesses that qualify
under the new FCC designation of “eligible entity.” JSAs are
attributable under the new rules if an entity brokers the sale
of more than fifteen percent of a station’s advertising time
per week. Non-compliant JSAs cannot be retained by their
current owners but must be divested within two years of the
effective date of the new rules. No rules were established that
limit the number of radio stations that may be owned or con-
trolled by one entity nationally.

Cross-Ownarship Limits

The FCC eliminated its newspaper/broadcast and radio/tel-
gvision cross-ownership limits. In place of specific cross-
ownership bans, the FCC adopted a general cross-ownership
rule: in any market with nine or more full-power commercial
and non-commercial television stations, no cross-ownership

limits apply; in any market with three or fewer full-power
commercial and non-commercial television stations, cross-
ownership of newspapers, radio and television stations is
prohibited. In mid-sized markets (four to eight television sta-
tions), an entity that owns a daily newspaper may also have an
interest in either: (1) one, but not more than one, television
station in combination with radio stations up te 50 percent of
the applicable local radio limit for the market; or (2) radio
stations up to 100 percent of the applicable local radio limit
but no television station. An entity without a newspaper in
markets with four to eight television stations may own as
many television and radio stations as are permitted in the mar-
ket under the other applicable FCC local ownership caps. The
FCC rules do not directly address cross-ownership limits
when an entity owns more than one newspaper. Cable owner-
ship is not considered when reviewing cross-ownership limits.

Expansion of Cox Radio’s broadcast operations on both a
local and national level will continue to be subject to the
FCC's ownership rules and any changes that ultimately may
be adopted. Any refaxation of the ownership rules may increase
the level of competition to the extent that our competitors
may have greater resources and thereby may be in a superior
position to take advantage of such changes. Any restriction
may also have an effect on Cox Radio and our investors. We
cannot predict the ultimate ocutcome of the pending judicial
review of the FCC’s new media ownership rules or its impact
on our business and operations.

Digital Audio Broadcasting

To facilitate the development of digital audio broadcasting,
or digital radio, in October 2002, the FCC adopted interim rules
that permit AM and FM stations to transmit analog and digital
signals simultaneously using a single channel. The FCC's rules
permit AM (during daytime operation only) and FM stations to
commence digital operation on a voluntary basis upon notifica-
tion to the FCC. We began digital operation at several of our
Atlanta and Miami stations during 2003. The FCC will consider
long-term licensing and service rules for digital operation in a
future proceeding. We cannot predict at this time the uitimate
impact of this new technology on our business.

Programming and Gperalion

The Communications Act requires broadcasters to serve the
“public interest.” Licensees are required to present programming
that is responsive to community problems, needs and interests
and to maintain certain records demonstrating such respon-
siveness. Stations also must follow various rules promuigated
under the Communications Act that regulate, among other
things, political advertising, equal employment opportunity
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outreach and record keeping, sponsorship identification, the
advertisement of contests and lotteries, obscene and indecent
broadcasts and technical operations including limits on radio
frequency radiation. Failure to observe these or other rules
and policies can result in the imposition of various sanctions,
including monetary forfeitures, the grant of short-term (i.e.,
less than the full term) renewals or, for particularly egregious
violations, the denial of a license renewal application or the
revocation of a license.

Proposed Changes

Congress and the FCC continually consider new laws, regu-
lations and policies regarding a wide variety of matters that
could, directly or indirectly, affect our operations, ownership
and profitability; result in the loss of audience share and
advertising revenue; or affect our ability to acquire additional
radio broadcast stations or to finance such acquisitions. We
can neither predict what matters might be considered nor judge
in advance what impact, if any, the implementation of any of
these proposals or changes might have on our business.
favirgrmental

As the owner, lessee or operator of various real properties
and facilities, we are subject to various federal, state and local
environmental laws and regulations. Historically, compliance with
these laws and regulations has not had a material adverse effect
on our business. There can be no assurance, however, that com-
pliance with existing or new environmental laws and regulations
will not require us to make significant expenditures of funds.

Seasonalily

Seasonal revenue fluctuations are common in the radio
broadeasting industry and are due primarily to fluctuations in
advertising expenditures. Our revenues and operating income
are typically lowest in the first quarter.

Emsiovons

As of December 31, 2003, we employed 1,494 full-time
and 719 part-time employees. We helieve our relations with
employees are satisfactory, and there are no collective bar-
gaining agreements in effect for our employees.

We employ several on-air personalities with large audiences
in their respective markets. We-enter inte employment agree-
ments with certain on-air personalities in order to protect our
interests in these employee relationships. We do not believe
that the loss of any one of these on-air personalities would
have a material adverse effect on our consolidated financial
condition or results of operations.

Patents and Trademarls

We own numerous domestic trademark registrations related
to the business of our stations. We own no patents or patent
applications. We do not believe that any of our trademarks are
material to our business or operations.

Available Information

QOur Internet address is http://www.coxradio.com. Qur annual
reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and any amended periodic reports are
available on our Internet web site. ‘

Forward-Losling Statements

This Form 10-K includes “forward-looking” statements, which
are statements that relate to our future plans, earnings, objec-
tives, expectations, performance, and similar projections, as
well as any facts or assumptions underlying these statements
or projections. These forward-looking statements are subject
to risks and uncertainties that could cause actual results to
differ materially from historical results, results we anticipate
or results expressed or implied by such forward-looking state-
ments. These risks and uncertainties include, among others:

» Advertising demand in our markets:

o The possibility that advertisers may cancel or postpone
schedules in response to political events;

» General economic and business conditions, both nation-
ally and in the regions in which Cox Radio operates;

¢ Technology changes;
o Competition;
¢ Qur success in executing and integrating acquisitions;

« Qur ability to generate sufficient cash flow to meet our
debt service obligations and finance operations;

o Our ability to secure financing on acceptable terms;
e Changes in business strategy or development plans;
o The abhility to attract and retain qualified personnel;

o Existing governmental regulations and changes in, or the
failure to comply with, governmental regulations;

o Liability and other claims asserted against Cox Radio; and

» The level of success of our operating initiatives and strategy.
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We undertake no obligation to update any forward-looking
statements or to release publicly the results of any revisions
to forward-looking statements made in this Form 10-K to
reflect events or circumstances after the date of this Form
10-K or to reflect the occurrence of unanticipated events.

Additional factors that could have a material and adverse
impact on our business are set forth below.

Risls Facters
The following factors (in addition to athers) could have a
material and adverse impact on our business:

Risks Associated with our Growth Strategy

QOur business strategy depends on developing strong radio
station clusters through the successful integration of acquired
stations, including the development of under-performing
radio stations and the opportunistic acquisition of additional
radio stations. We intend to continue to evaluate the acquisi-
tion of additional radio stations or radio station groups. There
can be no assurance that future acquisitions wifl be available
on attractive terms or that FCC rules will continue to permit
certain acquisitions. In addition, there can be no assurance
that any synergies or savings will be achieved as a result of
any acquisitions, that the integration of Cox Radio and new
stations or management groups can be accomplished suc-
cessfully or on a timely basis or that our acquisition strategy
can be implemented.

Revenue Concentration

A significant portion of our business historically has been
conducted in the Atlanta market. Net revenues earned from
radio stations located in Atlanta represented 26%, 26% and
28% of total revenues for the years ended December 31, 2003,
2002 and 2001, respectively.

Competition

The radio broadcasting industry is a highly competitive
business. Our radio stations compete against other radio sta-
tions and other media (including new media technologies that
are being developed or introduced) for audience share and
advertising revenue. Factors that are material to a station’s
competitive position include management experience, the
station’s audience share and rank in its market, transmitter
power, assigned frequency, audience characteristics, local
program acceptance and the number and characteristics of
other stations in the market area. No assurance can be given
that any of our stations will be able to maintain or increase
their current audience ratings or advertising revenue share.

Government Regufation of the Broadcasting Industry

The radio broadcasting industry is subject to extensive and
changing regulation. Amang other things, the Communications
Act and FCC rules and policies limit the number of radio stations
that one entity can own in a given market. The Communications
Act and FCC rules and policies also require FCC approval for
transfers of control and assignments of FCC licenses. The filing
of petitions or complaints against FCC licensees such as Cox
Radio could result in the FCC delaying the grant of, or refusing
to grant, its consent to the assignment of licenses to or from
an FCC licensee or the transfer of control of an FCC licensee.
In certain circumstances, the Communications Act and FCC
rules will operate to impose limitations on alien ownership
and voting of our common stock. There can be no assurance
that there will be no changes in the current regulatory
scheme, the imposition of additional regulations or the
creation of new regulatory agencies, which changes could
restrict or curtail our ability to acquire, operate and dispose
of stations or, in general, to compete profitably with other
operators of radio and other media properties.

Each of our radio stations operates pursuant to one or
more licenses issued by the FCC. Under FCC rules, radio
licenses are granted for a term of eight years. Our licenses
expire at various times between the years 2004 and 2012.
Although we will apply to renew these licenses, third parties
may challenge our renewal applications. While we are not
aware of facts or circumstances that would prevent us from
having our current licenses renewed, there can be no assur-
ance that the licenses will be renewed. Failure to obtain the
renewal of any of our broadcast licenses or to obtain FCC
approval for an assignment or transfer to Cox Radio of a
license in connection with a radio station acquisition may
have a material adverse effect on our business and opera-
tions. In addition, if Cox Radio or any of its officers, directors
or significant shareholders materially viclates the FCC's rules
and regulations or the Communications Act, is convicted of a
felony or is found to have engaged in unlawful anticompeti-
tive conduct or fraud upon ancther government agency, the
FCC may, in response to a petition from a third party or on its
own initiative commence a proceeding to impose sanctions
upon Cox Radio which could involve the imposition of mone-
tary fines, the revocation of our broadcast licenses or other
sanctions. If the FCC were to issue an order denying a license
renewal application or revoking a license, we would be
required to cease operating the applicable radio station only
after we had exhausted all rights to administrative and judi-
cial review without success.
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Control of Cox Radio by Cox Enterprises and
Potential Conflicts of Interest

Cox Enterprises, through wholly-owned subsidiaries, owns
approximately 62% of the outstanding common stock of Cox
Radio and has approximately 94% of the voting power of Cox
Radio. As a result, Cox Enterprises has sufficient voting power
to elect all the members of the Board of Directors of Cox Radio
and effect transactions without the vote of a majority of our
public shareholders. Our Amended and Restated Certificate of
Incorporation, as amended, and Amended and Restated Bylaws
also contain certain anti-takeover provisions.

The interests of Cox Enterprises, which has interests in
businesses in other industries, including television broad-
casting, broadband communications, auto auctions and
newspapers, may from time to time diverge from the interests
of Cox Radio. There can be no assurance that any conflicts of
interests will be resolved in favor of Cox Radio.

In addition, from time to time, we enter into transactions
with Cox Enterprises or its affiliates and have entered into
intercompany notes with Cox Enterprises to facilitate our day-
to-day cash management, The Audit Committee of our Board
of Directors consists of independent directors and reviews
related party transactions between Cox Radio and Cox
Enterprises and its other affiliates.

ITEM 2. Properties

We lease corporate office space in Atlanta, Georgia. The
types of properties required to support each of our stations
include offices, studios, transmitter sites and antenna sites.
The transmitter sites and antenna sites generally are located
so as to provide maximum market coverage.

We own transmitter and antenna sites in:

e Atlanta, Georgia;

e Birmingham, Alabama;

* Bridgeport, New Haven and Stamford-Norwalk, Connecticut;
e Dayton, Ohio;

» Greenville, South Carolina;

* Houston and San Antonio, Texas;

e Jacksonville, Miami, Orlando and Tampa, Florida;

o Long Island, New York;

® Louisville, Kentucky; and

e Tulsa, Oklahoma.

We lease transmitter and antenna sites in:
e Atlanta, Georgia;
¢ Birmingham, Alabama;

¢ Bridgeport, New Haven and Stamford-Norwalk,
Connecticut;

* Dayton, Chio;

¢ Greenville, South Carolina;

 Honolulu, Hawaii;

* Houston and San Antonio, Texas;

* Jacksonvilie, Miami, Orlando and Tampa, Flarida;
* Long Island, New York;

¢ Louisville, Kentucky;

* Richmond, Virginia; and

¢ Tulsa, Oklahoma.

We own studio and office facilities in:

¢ Birmingham, Alabama;

* Dayton, Chio;

* Jacksonville, Miami and Orlando, Florida; and
® Long Island, New York.

We lease studio and office facilities in:

¢ Atlanta, Georgia;

¢ Birmingham, Alabama;

¢ Bridgeport, New Haven and Stamfaord-Norwalk, Connecticut;
¢ Dayton, Chio;

* Greenville, South Carolina;

¢ Honolulu, Hawaii;

* Houston and San Antonic, Texas;

* |ong island, New York;

* Louisville, Kentucky;

* Richmond, Virginia;

* Jacksonville and Tampa, Florida; and

* Tulsa, Oklahoma.
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We generally consider our facilities to be suitable and of
adequate size for their current and intended purposes. We do
not anticipate any difficulties in renewing any facility leases
or in leasing additional space, if required.

We own substantially all of our other equipment, consisting
principally of transmitting antennae, transmitters, studio
equipment and general office equipment. The towers, antennae
and other transmission equipment used by our stations are
generally in good condition, although opportunities to upgrade
facilities are continuously reviewed.

ITEM 3. Legal Proceedings

On June 13, 2001, Cox Radio was named as defendant in a
putative class action suit filed in an amended complaint in
the state court in Fulton County, Georgia, alleging violations
of the Federal Telephone Consumer Protection Act (TCPA). The
complaint seeks statutory damages in the amount of $1,500,
plus attorneys’ fees, on behalf of each person “throughout the
State of Georgia” who received an unsolicited pre-recorded
telephone message delivering an “unsolicited advertisement”
from a Cox Radio radio station. Cox Radio filed an answer to
the complaint denying liability and asserting numerous
defenses, Thereafter, praceedings in this case were stayed
pending rulings by the Georgia Court of Appeals in a similar
action pending against a third-party radio broadcast compa-
ny. This stay was lifted on August 13, 2003 following rulings
by the Court of Appeals in the third-party case directing the
trial court to consider certain constitutional defenses raised
by the defendant. On July 3, 2003, the FCC issued a Report
and Order holding, among other things, that pre-recorded
telephone messages by broadcasters made for the purpose of
inviting consumers to listen to a free broadcast are not
“unsolicited advertisements” prohibited by the TCPA. On July
28, 2003, Cox Radio requested that the plaintiffs

voluntarily dismiss their claims in light of the FCC’s Report
and Order. Plaintiffs subsequently refused this request, and
on October 24, 2003, Cox Radio filed a motion for judgment
on the pleadings seeking the dismissal of plaintiffs’ claims
on grounds that the calls in question were permissible under
the TCPA and the FCC’s implementing rules and, alternatively,
that the application of the TCPA to the facts of this case
would violate Cox Radio’s constitutional rights to free speech,
equal protection and due process. On February 3, 2004, plain-
tiffs filed a second amended complaint in support of their
contention that the messages at issue are not exempted by
the terms of the FCC Report and Order. On February 19, 2004,
the court ruled that the calls at issue were not prohibited
by the TCPA and its implementing regulations, granted
Cox Radio’s metion for judgment on the pleadings, and
directed counsel to submit an crder for approval. When the
court enters that order, plaintiffs will have 30 days to file an
appeal. Cox Radio intends to defend this action vigorously.
At the present time, Cox Radio cannot reasonably estimate
the possible loss or range of loss with respect to this lawsuit.
The outcome of this matter cannot be predicted at this time.
Cox Radio is a party to various other legal proceedings that
are ordinary and incidental to its business. Management does
not expect that any of these legal proceedings currently pend-
ing will have a material adverse impact on Cox Radio’s con-
solidated financial position, consclidated results of opera-
tions or cash flows.

ITEM 4. Submission of Matters
to a Vote of Security Holders

None.
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ITEM 5. Market for Registrant’s Common Equity and Related
Stockholder Matters

The information required by this ltem is incorporated hy reference to the section entitled “Shareholder Information” of our 2003
Annual Report to Shareholders.

ITEM 6. Selected Consolidated Financial Data

The following selected financial data have been derived from consolidated financial statements of Cox Radio. This data should be
read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consol-
idated financial statements and the notes thereto included in this report.

Year Ended December 31,

(Amounts in miklions, except per share data) 2003 2002 2001 2000 1999
Statements of income data:

Net revenues"” $ 4259 $ 4206 $ 3953 $ 3694 $300.5
Cost of services (exclusive of depreciation shown separately below)? 95.6 93.2 92.4 80.7 68.9
Selling, general and administrative 162.2 161.1 154.0 140.9 115.0
Corporate general and administrative 16.3 15.5 13.3 13.3 10.1
Depreciation 1.7 12.1 114 7.8 12
Amortization 0.1 0.1 58.2 35.2 21.9
Other® 09 0.3 (2.1) (474.5) {40.5)
Operating income 139.1 138.3 68.1 566.0 1179
Interest expense, net 33.6 39.7 47.5 32.5 22.8
Net income® 66.6 45.9 20.7 305.9 55.3
Net income per common share — basic® 0.66 | 0.46 0.21 3.28 0.64
Net income per common share - diluted® 0.56 | 0.46 0.21 3.26 0.64
Balance sheet data (end of period): ’

Cash and cash equivalents $ 42 $ 47 $ 80 $ 7.0 $ 147
Intangible assets, net® 2,0748 | 2,070.0 2,095.7 2,103.0 829.3
Total assets 2,271.0 | 2,2711.7 2,286.7 2,317.8 986.6
Total debt (inctuding amounts due to/from Cox Enterprises) 528.5 611.5 7034 7375 437.2

"Total revenues less advertising agency commissions. See Note 2 to the consolidated financial statements for our revenue recognition policy.
@includes programming and production expenses, which represents all costs of services (exclusive of depreciation).

@ 0ther is comprised of gains/losses on sales of assets, gains/losses on sales of radio stations, and goodwill impairment charges. In 2000 and 1999, gains on sales
of radio stations were $475.2 million and $40.5 million, respectively.

“Net income for 2002 includes a charge of $13.9 million related to the cumulative effect of an accounting change resulting from adoption of Statement of Financial
Accounting Standards (SFAS) No. 142, “Goodwill and Other Intangible Assets.” Net income for 2001 includes a charge of $0.8 million related to the cumulative
effect of an accounting change resulting from adoption of SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities.”

®Basic and diluted net income per common share for the year ended December 31, 1999 have heen restated to give effect to a three-for-one stock split effective
May 19, 2000.

®Intangible assets include FCC licenses, goodwill and other intangible assets.
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ITEM 7. Management’s
Discussion and Analysis of
Financial Condition and Results
of Operations

General

Cox Radio, Inc. is a leading national radio broadcast com-
pany whose business is acquiring, developing and operating
radio stations located throughout the United States. Cox
Enterprises indirectly owns approximately 62% of the com-
mon stock of Cox Radio and has approximately 94% of the
voting power of Cox Radio.

The primary source of our revenues is the sale of local and
national advertising to be broadcast on our radio stations.
Historically, approximately 73% and 22% of our net revenues
have been generated from local and national advertising,
respectively. In addition to the sale of advertising time for
cash, our stations also exchange advertising time for goods,
services or programming, which can be used by the stations
in their business operations. We generally confine the use of
such trade transactions to promotional items or services for
which we would otherwise have paid cash. Barter transactions
for programming are used to supplement station program
offerings. Advertising spots given up under programming
arrangements are based on contractual terms. In addition, it
is our general policy not to pre-empt advertising spots paid
for in cash with advertising spots paid for in trade. Our most
significant station operating expenses are employees’ salaries
and benefits, commissions, programming expenses and
advertising and promotional expenditures.

Our revenues vary throughout the year. As is typical in the
radio broadcasting industry, our revenues and operating
income are typically lowest in the first quarter. Our operating
results in any period may be affected by the incurrence of
advertising and promotional expenses that do not necessarily
produce commensurate revenues until the impact of the
advertising and promotion is realized in future periods.

Gritical Accounting Estimales

Use of Estimales

Qur accounting and reporting policies are in accordance with
accounting principles generally accepted in the United States
of America and conform to general practices within the radio
broadcasting industry. An accounting estimate would be a
critical accounting estimate for purposes of the disclosure in

this report only if it meets two criteria. First, the accounting
estimate requires management to make assumptions about
matters that are highly uncertain at the time the accounting
estimate is made. Second, it must be the case that different
estimates that management reasonably could have used for
the accounting estimate in the current period, or changes in
the accounting estimate that are reasonably likely to occur
from period-to-period, would have a material impact on the
presentation of our financial condition, changes in financial
condition or results of operations. The estimates and
assumptions we use are based on historical experience and
other factors, which management believes to be reasonable
under the circumstances. We evaluate our estimates on an
on-going basis, including those related to intangible assets,
bad debts, contingencies and litigation, income taxes and
fair value of financial instruments (as discussed in
Quantitative and Qualitative Disclosure About Market Risk
below). Actual results could differ significantly from these
estimates and assumptions and could have a material impact
on the carrying value of assets and liabilities at the balance
sheet dates and results of operations for the reporting periods.

We believe the following are the critical accounting esti-
mates that require the most significant judgments and
assumptions and are particularly susceptible to a significant
change in the preparation of our financial statements.

Impairment of Intangible Assets

On January 1, 2002, we adopted SFAS No. 142, “Goodwilt and
Other Intangible Assets,” and were required to assess our FCC
licenses and goodwill for impairment within the first six months
of 2002 and on at least an annual basis thereafter. Intangible
assets include FCC licenses, goodwill and other intangible
assets. At December 31, 2003, we had approximately $2.1 billion
in intangible assets, which represents approximately 91% of our
total assets. The fair value of the FCC licenses is dependent on
the cash flows of our stations. In assessing the recoverability of
our intangible assets, we utilize independent appraisals to
determine the fair market value. These appraisals principally
use the discounted cash flow methodology. This income
approach consists of a quantitative model, which incorporates
variables such as market advertising revenues, market revenue
share projections, anticipated operating profit margins and
various discount rates. The variables used in the analysis
reflect historical station and advertising market growth trends,
as well as anticipated performance and market conditions.
Multiples of operating cash flow are also considered. In the
future, if these estimates change, we may be required to record
impairment charges for these assets, which could have a mate-
rial impact on our financial condition, changes in financial con-
dition or results of operations.
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Allovrance for Doubtiul Accounts

We evaluate the collectibility of our accounts and notes
receivable based on a combination of factors. In circum-
stances where we are aware of a specific party’s inability to
meet its financial obligations, we record a specific reserve to
reduce the amounts recorded to what we believe will be col-
lected. For all other parties, the evaluation considers the bal-
ance of aged receivables, the nature and volume of the port-
folio, specific problem accounts and notes receivable, and
economic conditions that may affect the debtor’s ability to
repay, and such other factors as, in our judgment, deserve
recognition under existing economie conditions. Accounts and
notes receivable are charged-off to the allowance when, in
our opinion, such receivables are deemed to be uncollectible.
Subsequent recoveries, if any, are credited to the allowance.
In addition, we consider the customer’s creditworthiness prior
to revenue recognition.

Contingencies and Litigation

On an on-going basis, we evaluate our exposures related to
contingencies and litigation and record a liability when available
information indicates that a liability is probable and estimable.
We also disclose significant matters that are reasonably possible
to result in a loss or are probable but not estimable.

Income Tax Estimates

We evaluate our effective tax rates regularly and adjust rates
when appropriate based on currently available information rela-
tive to statutory rates, apportionment factors and the applicable
taxable income in the jurisdictions in which we operate, among
other factors. Certain of our deferred tax assets are comprised
of loss carryforwards for federal and state income tax filing pur-
poses for which recovery is dependent on the amount and tim-
ing of taxable income we ultimately generate in the future, as
well as other factors. Based on our estimate of future taxable
income, there are no potential limitations to the utilization of
these deferred tax assets, and therefore, no valuation allowance
has been recorded. Tax liabilities are recorded, based on our
assessment of the risk of loss in accordance with SFAS No. 5, to
address potential exposures involving tax positions we have
taken that could be challenged by taxing authorities. These
potential exposures result from the varying application of
statutes, rules, regulations and interpretations. We believe our
estimate of our tax liabilities is a critical accounting estimate
as it contains assumptions based on past experiences and
judgments about potential actions by taxing jurisdictions. The
ultimate resolution of these matters may be greater or less than
the amount that we have currently accrued. See Note 8 to our
conselidated financial statements included in this report.

Results of Operations

This discussion should be read in conjunction with our
accompanying audited consolidated financial statements and
notes thereto. Our results of operations represent the opera-
tions of the radio stations owned or operated by us, or for
which we provide sales and marketing services, during the
applicable periods.

Year Ended December 31, 2003 Compared with Year Ended
Decembper 31, 2002

(Amounts Bocember 33, December 31,

in thousands) 2003 2002 $ Change % Change
Net revenues:

Local $303,985 $308,872 $4,887)  (1.6%)
National 55,228 89,935 6,293 7.0%
QOther 25,600 21,785 3875 17.8%

Total net revenues  $425,873 $420,592 $ 5,281 1.3%

Net revenues are gross revenues less agency commissions.
Local revenues are comprised of advertising sales made within
a station's local market or region either directly with the adver-
tiser or through the advertiser’s agency. National revenues rep-
resent sales made to advertisers/agencies who are purchasing
advertising for multiple markets; these sales are typically
facilitated by our national representation firm, which serves
as our sales agent in these transactions. Other revenues are
comprised of Internet revenues, barter revenues, syndicated
radio program revenues, network revenues and revenues from
community events and sponsorships.

Net revenues for 2003 increased $5.3 million to $425.9 mil-
lion, a 1.3% increase compared to 2002. Local revenues
decreased 1.6% and national revenues increased 7.0% over
2002. Overall growth in revenues was primarily a result of the
focus on our core strategy, which includes managing our
inventories, maintaining our competitive rates and the suc-
cessful execution of our consultative selling strategy.

During 2003, 10 of our 18 station clusters delivered revenue
growth that either matched or outpaced their respective markets
as reported in the Miller Kaplan Market Revenue Reports.
Clusters with solid revenue growth were Orlando, Tampa,
Richmond, Dayton, Louisville and Greenville-Spartanburg.
These increases in revenues were partially offset by decreases
in Atlanta, Long Island, Birmingham, Southern Connecticut
and Tulsa. In February 2003, WFOX-FM was reformatted to an
urban contemporary format in response to the changing prefer-
ences of its targeted audience in the Atlanta, Georgia market.
Revenues at WFOX-FM decreased $4.7 million compared to
2002 as we educated the market about the new format and
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realigned advertisers for the new target audience. Exciuding
WFOX-FM, net revenues in Atlanta were up 3% for 2003.

{Amounts Dacsmbar 31, December 31,

in thousands) 2003 2002 $ Change % Change
Cost of services

(exclusive of

depreciation shown

separately below)  $85,617 $93,152  $2.465 2.6%

Cost of services is comprised of expenses incurred by our
technical, news and programming departments. Cost of services
for 2003 increased $2.5 million to $95.6 million compared to
2002. The most significant increases were in Atlanta and
Orlando, which consisted primarily of higher sports program-
ming costs and costs associated with the reformatting of
WFOX-FM. In addition, syndicated programming expenses
increased as a result of new programming. These increases
were offset by the reversal of music license fee accruals of
approximately $1.0 million as a result of the resolution of the
license fee rate-making proceedings between the radio industry
and Broadcast Music, Inc. See Note 15 to the audited
consolidated financial statements for additional information
on this matter.

(Amounts December 31, December 31,
in thousands) 2003 2002

Selling, general
and administrative
expenses $162,173 $161,093

$ Change % Change

$1080  0.7%

Selling, general and administrative expenses are com-
prised of our sales, promotion and general and administrative
departments. Selling, general and administrative expenses
increased $1.1 million in 2003 compared to 2002. Promotional
expenses increased during the first half of 2003 mainly due
to increased promotional spending to maintain our competitive
advantage and to promote the newly re-formatted WFOX-FM
in Atlanta. However, promotional spending was scaled back
during the last half of 2003 due to lagging local revenues.
Selling expenses increased largely as a result of increased
compensation costs, including higher sales commissions
directly related to increased revenues during the first half of
2003, offset by a decrease in sales costs due to a change in
the sales compensation structure in Atlanta and Southern
Connecticut and a decrease in incentive compensation during
2003 as compared to 2002. In addition, bad debt expenses
decreased during 2003.

(Amounts December 31, December 31,
in thousands) 2003 2002

Corporate general
and administrative

$ Change % Change

expenses $16,272 $15489  $ 783 5.1%
Depreciation 11,714 12,096 (382)  (3.2%)
Amortization 117 118 n (0.8%)
Other 888 313 575  183.7%

The increase in corporate general and administrative expenses
can be attributed to annual salary increases, increased insur-
ance rates, increased professional fees related to the documen-
tation of our internal control over financial reporting as required
by Section 404 of the Sarbanes-Oxley Act, costs associated with
employee relocation, and higher pension expense due to lower
than expected investment returns and a lower discount rate
used to measure pension expense. These increases were offset
by reductions to incentive compensation accruals based on
station operational performance and savings related to creating
an in-house research department during the prior year.

QOther includes gains/losses on sales of assets, gains/losses
on sales of radio stations and goodwill impairment charges.
There were no significant changes in depreciation or amorti-
zation, no material sales of assets and no sales of radio
stations during 2003. A goodwill impairment charge of
$0.3 million was recorded in 2003.

(Amounts December 31, . Oecember 31,
in thousands) 2003 2002 $ Change % Change

Operating income ~ $139,092 $138,331 $761 0.6%

Operating income for 2003 increased $0.8 million to
$139.1 million. This was primarily as a result of an increase
in net revenues in excess of operating expenses as discussed
above.

(Amounts December 31, December 31,
in thousands) 2003 2002 $ Change % Change

Interest expense $33,575 $39,682  $(6,107) (15.4%)

(nterest expense during 2003 totaled $33.6 million, as
compared to $39.7 million for 2002. This was as a result of
lower overall outstanding debt, as well as a lower average
borrowing rate due to the repayment at maturity of the
$100.0 million principal amount of our 6.25% notes with the
proceeds from our five-year revolving credit facility. The aver-
age rate on our credit facility was 1.9% for 2003. [n addition,
the expense decreased due to a decrease in the average
interest rate on our outstanding floating rate debt.
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(Amounts Dacember 31, December 31,

in thousands) 2003 2002 $ Change % Change
income taxes:

Current $18,307 $14,722 $4585  31.1%
Deferred 19,114 23,576 (4.462) (18.9%)

Total income taxes  $38,421 $38,298 $ 123 0.3%

QOur effective income tax rates for 2003 and 2002 were
approximately 36.6% and 39.0% respectively. In 2003, we
determined that a lower effective tax rate for state income
taxes was appropriate based on the states in which we cur-
rently operate and the relative statutory rates, apportionment
factors, and taxable income applicable to those states.
Accordingly, an adjustment of approximately $2.9 million
was recorded in 2003, which decreased reported deferred
income taxes.

(Amaunts Dacembsr 31, December 31,
in thousands) 2003 2002 $ Change % Change
Net income $66,625 $45941  $20,684  45.0%

Net income for 2003 was $66.6 million compared to $45.9 mil-
lion for 2002. This increase was primarily as a result of a
$13.9 million after-tax loss related to the cumulative effect of
an accounting change as a result of adopting SFAS No. 142
in the first quarter of 2002, coupled with the increase in
operating income and decrease in interest expense for 2003,
as discussed above.

Year Ended December 31, 2002 Compared with Year Ended
December 31, 2001

(Amounts December 31,  December 31,

in thousands) 2002 2001 $ Change % Change
Net revenues:

Local $308,872 $292,507 $16,365 5.6%
Natignal 89,935 81,275 8660 10.7%
Other 21,785 21,521 264 1.2%

Total net revenues  $420,592 $395,303  $25,289 6.4%

The increase in total net revenues was primarily a result of
revenue growth in a majority of our radio clusters. The leaders
with double-digit revenue growth over 2001 were: Houston, up
16%:; Richmond, up 16%; Tampa, up 16%: Long Island, up
14%; Louisville, up 13%; Jacksenville, up 12%; Honolulu, up
11%; and Miami, up 11%. In Atlanta, our largest market,
revenues were down 1% versus 2001 primarily as a result of
a lackluster performance from WFOX-FM during 2002,
Excluding WFOX-FM, net revenues in Atlanta would have been
up 1% during 2002.

National revenue growth of 10.7% outpaced local revenue
growth of 5.6% during 2002, primarily because 2001 national
revenues were negatively impacted more severely than local
revenues during the prior year's economic downturn. Overall
growth in revenues was primarily a result of improving macro
economic factors affecting the advertising climate, coupled
with successful execution of our consultative selling strategy.

(Amounts December 31, December 31,
in thousands) 2002 2001

Cost of services

{exclusive of

depreciation

shown separately

below) $93,152 $92,412 $740 0.8%

$ Change % Change

The increase in cost of services was primarily related to an
increase in sports programming costs of approximately $1.5 mil-
lion in the Attanta market and an increase in music license fees
of approximately $1.2 million directly attributable to higher
revenues. These increases were offset by a decrease in cost of
services at Cox Radio Interactive (CXRi) of $0.7 million as a
result of staff reductions. In addition, cost of services decreased
$1.0 million as a result of costs related to lower profit-sharing
revenues for ourgyndicated programming business.

(Amounts December 31, December 31,
in thousands) 2002 2001

Selling, general

and administrative
expenses $161,093 $153.945  $7.148 46%

$ Change % Change

Selling expenses increased approximately $5.8 million over
2001, due to increased commissions as a result of higher
revenues. Selling expenses as a percentage of revenue for the
year were approximately 23.6%, consistent with the level of
costs in 2001. Promotion expenses during 2002 were flat with
2001 as a result of our emphasis on cost contrels during
2002. General and administrative expenses during 2002
increased approximately $1.3 million over 2001, primarily due
to increases in incentive compensation as a result of
improved financial performance during 2002.
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(Amounts December 31, December 31,
in thousands) 2002 2001 $ Change % Change

(Amounts December 31, December 31,

in thousands) 2002 2001 $ Change % Change
Corporate

general and

administrative

expenses $15,489 $13,280 $ 2,209 16.6%
Depreciation 12,096 11,392 704 6.2%
Amortization 118 58,243 (58,125)  (89.8%)
Other 313 (2,097) 2410 -

The increase in corporate general and administrative
expenses was primarily a result of an increase in salaries and
related benefits, including incentive compensation, which
increased $0.8 million over 2001, as a result of an enhanced
regional operating management structure as well as higher
incentive compensation due to improved financial perform-
ance in 2002. Also driving this increase were expenses
incurred to create and maintain an in-house market research
group of approximately $0.7 million and increased corporate
rent expense of approximately $0.2 miltion.

Depreciation increased as a result of additions to property
and equipment during 2002 totaling approximately $11.9 mil-
lion. Amortization decreased during 2002 because we adopt-
ed SFAS No. 142, which requires that goodwill and certain
indefinite lived intangible assets, primarily our FCC licenses,
no longer be amortized but instead be tested for impairment
at least annually. Amortization for 2002 represents expense
for definite lived intangible assets only and is consistent with
amortization expense for such assets in 2001. See Note 7 to
our consolidated financial statements included in this report
for further discussion of our adoption of SFAS No. 142.

Gains on sales of radio stations, included in other, decreased
during 2002, primarily as a result of the sale of WH0O0-AM in
Orlando in 2001, which generated a pre-tax gain of $2.4 million.
During 2002, we disposed of the assets related to certain
radio stations in the Jacksonville and Honolulu markets,
resulting in a pre-tax gain totaling $0.3 million. In 2001, we
disposed of the assets related to certain radio stations in the
Orlando, Tulsa and Richmond markets, resulting in a pre-tax
loss of $0.1 million.

Operating income ~ $138,331 $68,128  $70,203 103.0%

Operating income increased primarily as a result of the
implementation of SFAS No. 142 as discussed above. In addi-
tion, operating income increased due to increased revenues
partially offset by the increase in station operating, selling
and general and administrative expenses as well as corporate
general and administrative expenses as discussed above.

(Amounts December 31, December 31,
in thousands) 2002 2001 $ Change % Change

Interest expense $39,682 $49,008 $(9,326)  (19.0%)

Interest expense decreased as a result of the following
factors: a lower overall outstanding debt balance; a reduction
in the average interest rate; and the termination of one of our
interest rate swap agreements in 2002. In 2002, the overall
outstanding debt balances decreased approximately $90 mil-
lion. The average interest rate applied to the outstanding
floating rate debt decreased from 2.8% in 2001 to 2.1% in
2002. In addition to the decreases in the outstanding debt
and the decrease in floating interest rates, an interest rate
swap agreement with a noticnal principal amount of $25 mil-
lion, which required us to pay 6.2% interest, expired. This
further reduced interest expense for the year.

(Amounts December 31, December 31,

in thousands) 2002 2001 $ Change % Change
Income taxes:

Current $14,722 $ 10,180  $ 4,542 44.6%
Deferred 23,576 (11,487 35,063 305.2%

Total income taxes  $38,298 $ (1,307 $39,605 3030.2%

Qur effective income tax rate for 2002 was approximately
39%. In 2001, we determined that a lower effective tax rate
for state income taxes was appropriate based on the states in
which we currently operate and the relative statutory rates,
apportionment factors, and taxable income applicable to
those states. Accordingly, an adjustment of approximately
$10.9 million was recorded in 2001, which decreased report-
ed deferred income taxes. The decline in our effective income
tax rate from 2001 to 2002 is due to elimination of non-
deductible amortization for tax purposes resulting from the
adoption of SFAS No. 142 as discussed in Note 7 to our con-
solidated financial statements included in this report.
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{Amounts December 31, December 31,
in thousands) 2002 2001 $ Change % Change

Net income $45,941 $20,691 $25,250 122.0%

Net income increased primarily as a result of the reasons
discussed above and offset by a $13.9 million after-tax
charge in 2002 related to the cumulative effect of an
accounting change as a result of adopting SFAS No. 142.

Sfeeidiy and Gapital Rasources

Sources and Uses of Liguidity

Qur primary scurces of liquidity are cash provided by opera-
tions and through borrowings under our bank credit facilities.
Net cash from operations results primarily from net income
~ adjusted for non-cash items, including depreciation and
amortization, deferred income taxes, gains or losses on sales
of radio stations, goodwill impairment and changes in working
capital accounts. In comparing 2003 to 2002, net cash
provided by operating activities decreased $6.1 million due
to changes in working capital of $7.4 million offset by the
gffects of the cumulative effect of accounting change and
lower net income in the prior year. Net cash provided by
operating activities in 2002 increased $13.0 million from
2001 due to higher net income in 2002, the changes in
amortization, deferred income taxes and working capital,
as well as the cumulative effect of an accounting change.
We expect future net cash provided by operating activities to
provide sufficient funding for our operations in the near term.
Primary uses of liquidity include debt service (as discussed
below), acquisitions, capital expenditures and investment
in signal upgrades. The following table summarizes our
acquisitions, capital expenditures and investment in signal
upgrades for the years presented below:

{Amounts in thousands) 2003 2002 2001

Acguisitions $ 233 § 484  $50,216
Capital expenditures 10,543 11,891 17,001
Investment in signal upgrades 9,929 12,154 1,862

We have an effective universal shelf registration statement
under which Cox Radio may from time to time offer and issue
debentures, notes, bonds and other evidence of indebtedness
and forward contracts in respect of any such indebtedness,
shares of preferred stock, shares of Class A common stock,
warrants, stock purchase contracts, stock purchase units and
stock purchase rights and two financing trusts sponsored by
Cox Radio may offer and issue preferred securities of the
trusts. At December 31, 2003, $244.8 million was available
under the universal shelf registration statement.

In February 2001, we issued, under our universal shelf
registration statement, $250.0 million aggregate principal
amount of 6.625% Senior Notes due 2006. We received pro-
ceeds of approximately $248.0 million and incurred offering
expenses of approximately $0.3 million for net proceeds
of approximately $247.7 million. We used the entire net
proceeds to repay a portion of the outstanding indebtedness
under our credit facilities.

In addition, daily cash management needs have been
funded through intercompany advances from Cox Enterprises.
Our borrowings from Cox Enterprises are due on demand, but
are typically repaid within 30 days. On December 4, 2003, we
entered into a revolving promissory note with Cox Enterprises
to define the intercompany borrowing rate as Cox Enterprises’
current commercial paper borrowing rate (1.0% at December 31,
2003). Prior to amending the intercompany note in December
2003, advances from Cox Enterprises accrued interest at Cox
Enterprises’ commercial paper borrowing rate plus 40 basis
points {2.1% at December 31, 2002). We had approximately
$6.3 million and $3.1 million in amounts due from Cox
Enterprises at December 31, 2003 and 2002, respectively.

Future cash requirements are expected to include capital
expenditures, principal and interest payments on indebtedness
and funds for acquisitions. We expect our operations to generate
sufficient cash to meet our capital expenditures and debt
service requirements. Additional cash requirements, including
funds for acquisitions, will be funded by various sources,
including the proceeds from bank financing, intercompany
advances from Cox Enterprises and, if or when appropriate,
other issuances of securities.
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Debt Service

On June 30, 2000, we entered into a $350 million, five-year
senior unsecured revolving credit facility. On June 27, 2003,
we renewed our existing $150 million 364-day senior unsecured
revolving credit facility. The interest rate for both the 364-day
facility and the five-year facility is, at our option:

o the greater of the prime rate or the federal funds
borrowing rate plus 0.5%;

e the Londen Interbank Offered Rate (LIBOR) plus a spread
based on the credit ratings of Cox Radio’s senior long-
term debt: or

e the bid rate for the purchase of certificates of deposit
of equal principal amount and maturity plus a spread
based on the credit ratings of Cox Radio’s senior
long-term debt.

Under the 364-day facility, we may also choose an interest
rate based on the federal funds rate plus a spread based on
the credit ratings of Cox Radio’s senior long-term debt and
certain financial covenants. The 364-day facility also provides
for a letter of credit facility. The facilities inctude commitment
fees on the unused portion of the total amount available of
0.09% to 0.25%, in the case of the five-year facility, and
0.20% in the case of the 364-day facility, based on the credit
ratings of Cox Radio’s senior long-term debt. Each facility
contains, among other provisions, specified leverage and
interest coverage requirements, the terms of which are
defined within each credit facility. At December 31, 2003,

Cox Radio was in compliance with these covenants. Our credit
facilities contain events of default based on (i) the failure to
pay when due other debt, the outstanding amount of which
exceeds $25 million, after the expiration of applicabie grace
periods and (i) the acceleration of other debt, the outstanding
amount of which exceeds $25 million. We are not in default
under our credit facilities. We have a “term-out” feature in
the 364-day credit agreement that allows us to extend the
maturity of the 364-day credit agreement for an additional two
years at maturity. At December 31, 2003, we had $185 million
of outstanding indebtedness under the five-year facility with
$165 miflion available, and no amounts outstanding under
the 364-day facility with $150 million available. The interest
rate applied to amounts due under the bank credit facilities
was 1.8% at December 31, 2003. At December 31, 2002, we
had approximately $165 million of cutstanding indebtedness
under the five-year facility with $185 million available, and no
amounts outstanding under the 364-day facility with $150 mil-
lion available. The interest rate applied to amounts due under
the bank credit facilities was 2.1% at December 31, 2002.
Since the interest rate is variable, the recorded balance of the

credit facilities approximates fair value. See Note 10 to our
consolidated financial statements for a discussion of Cox
Radio’s interest rate swap agreements.

In May 2003, the $100 million principal amount of our 6.25%
notes was repaid at maturity using funds from the five-year
credit facility. We currently have $350 million in outstanding
debt securities.

Principal Amount Interest Rate Maturity
$100 miltion® 6.375% May 2005
$250 million® 6.625% February 2006

@At December 31, 2003 and 2002, the estimated aggregate fair value of
the 6.375% notes was approximately $106.2 million and $106.5 million,
respectively, based on quoted market prices.

@At December 31, 2003 and 2002, the estimated fair value of the 6.625%
notes was approximately $269.9 million and $269.3 million, respectively,
based on quoted market prices.

0ff-Balance Sheet Arrangements

Cox Radio's off-balance sheet arrangements consist primarily
of lease commitments and contracts for sports programming
and on-air personalities (which are disclosed in Note 9 to
Cox Radio's consolidated financial statements included in
this report) and the guarantee discussed below. Cox Radio
does not have any majority-owned subsidiaries that are not
included in its consolidated financial statements, nor does
Cox Radio have any interests in or relationships with any
variable interest entities.

In April 2000, Cox Radio entered into a JSA for KGMZ-FM
serving Honolulu, Hawaii and simultaneously guaranteed
Honolulu Broadcasting, Inc.’s financing for the acquisition of
this station in the amount of $6.6 miltion. In February 2001,
Cox Radio entered into another JSA agreement with Honolulu
Broadcasting to provide sales and marketing services for
WARV-FM, serving Richmond, Virginia, and simultaneously
guaranteed Honolulu Broadcasting's financing for the acqui-
sition of this station in the amount of $1.0 million. The total
guarantee at December 31, 2002 was $7.6 million.

During February 2003, Honolulu Broadcasting sold WARV-FM,
terminating the related JSA and repaid the indebtedness of
$1.0 million. This reduced the collective amount of Cox Radio’s
guarantee from $7.6 million to $6.6 million.

At December 31, 2003, the guarantee of certain senior debt
of Honolulu Broadcasting totaled $6.6 million. This debt con-
sists of a one-year renewable term loan secured by the assets
of KGMZ-FM, the proceeds of which were used by Honolulu
Broadcasting to finance the purchase of this station. Cox
Radio provides sales and marketing services under a JSA to
this station pursuant to which Cox Radio sells advertising on
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the station, which it records as revenues, provides marketing services for the station, and pays a JSA fee to Honolulu Broadcasting in
an amount sufficient to service this debt. In addition, Cox Radio believes the sale of KGMZ-FM would result in sufficient proceeds to
repay the outstanding debt and considers the degree of risk related to this guarantee insignificant. See Note 9 to our consolidated
financial statements included in this report.

Summary Disclosuras zbout Contractual Obfigations

Cox Radio also has various commitments under the following types of contracts: non-cancelable operating leases; long-term debt;
interest payments on long-term debt; and other operating contracts, including contracts for sports programming and on-air person-
alities. The aggregate minimum annual commitments associated with these contracts as of December 31, 2003 were as follows:

Payments Due by Period
(Amounts in thousands) Total 2004 2005 and 2006 2007 and 2008 After 2008
QOperating leases $ 47,702 $ 6,676 $ 12,614 $ 9,506 $18,906
Long-term debt® 535,000 - 535,000 - -
Interest on long-term debt® 57,026 30,183 26,585 258 -
Other operating contracts 39,483 24,595 13,076 1,798 14
Total $679,211 $61,454 $587,275 $11,562 $18,920

@ Amounts due in 2005 include $185 million due upon and assuming the expiration of our five-year credit facility and $100 million aggregate principal amount of
the 6.375% notes due at maturity. Our current intention and expectation is to enter into a new credit facility at or shortly before expiration of our existing five-year
facility. Amounts due in 2006 include $250 million aggregate principal amount of the 6.625% notes due at maturity.

“These amounts represent future cash interest payments related to debt cbligations based on the fixed and variable rates specified in our indenture and credit agree-
ments, including the impact of our interest rate swap agreements. Payments related to variable rate debt under our five-year credit facility are based on the minimum
specified margin plus the base rate, LIBOR, in effect at December 31, 2003, and the portion of such variable rate debt subject to interest rates swaps is adjusted for
and based on the fixed rate in such interest rate swaps. These estimates assume that debt is repaid and not refinanced at maturity. Our future interest payments
could differ materiaily from amounts indicated in the tabte due to future operational and financing needs, market factors and other currently unanticipated events.

Impact of Inflatier

The impact of inflation on our operations has not been sig-
nificant to date. However, there can be no assurance that a
high rate of inflation in the future would not have an adverse
impact on our operating results.

Transzclions with Aflilizted Companies

Cox Radio receives certain management services from, and
has entered into certain transactions with, Cox Enterprises.
Costs of the management services that are allocated to Cox
Radio are based on actual direct costs incurred or on Cox
Enterprises’ estimate of expenses relative to the management
services provided to other subsidiaries of Cox Enterprises. Cox
Radio believes that these allocations were made on a reason-
able basis, and that receiving these management services
from Cox Enterprises creates cost efficiencies, however, there
has been no study or any attempt to obtain quotes from third
parties to determine what the cost of obtaining such services
from third parties would have been. The services and transac-
tions described below have been reviewed by Cox Radio’s Audit
Committee, which has determined that such services and
transactions are fair and in the best interest of Cox Radio.

Cox Radio receives day-to-day cash management services
from Cox Enterprises, with settlements of outstanding balances
betwsen Cox Radio and Cox Enterprises occurring periodically
at market interest rates. As a part of these services, Cox
Enterprises transfers funds to cover Cox Radio’s checks pre-
sented for payment and Cox Radio records a book overdraft,
which is classified as accounts payable in the accompanying
balance sheets. Book overdrafts of $4.9 million and $3.8 million
existed at December 31, 2003 and 2002, respectively, as a
result of Cox Radio’s checks outstanding. The amounts due to
or from Cox Enterprises are generally due on demand and
represent the net balance of the intercompany transactions.
On December 4, 2003, Cox Radio entered into a revolving
promissory note with Cox Enterprises to define the commercial
borrowing rate as Cox Enterprises’ current commercial paper
borrowing rate. Prior to amending the intercompany note in
December 2003, advances from Cox Enterprises accrued
interest at Cox Enterprises’ commercial paper borrowing rate
plus 40 basis points. During 2003 and 2002, Cox Enterprises’
weighted average commercial paper rates ranged from 1.0% to
1.6% and from 1.6% to 2.3%, respectively. The amounts due
from Cox Enterprises totaled $6.3 million and $3.1 million as
of December 31, 2003 and 2002, respectively.
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Cox Radio receives certain management services from Cox
Enterprises and its wholly-owned subsidiary, Cox Broadcasting,
including management and financial advisory services, legal,
corporate secretarial, tax, internal audit, risk management,
purchasing and materials management, employee benefit
(including pension plan) administration, fleet, engineering
and other support services. Expenses allocated for these services
are included in corporate general and administrative expenses
in our consolidated financial statements. Cox Radio was
allocated expenses for the years ended December 31, 2003,
2002 and 2001 of approximately $3.1 million, $3.3 million
and $3.1 million, respectively, related to these services.

In connection with these management services, Cox Radio
reimburses Cox Enterprises for payments made to third-party
vendors for certain goods and services provided to Cox Radio
under arrangements made by Cox Enterprises on behalf of
Cox Enterprises and its affiliates, including Cox Radio. Cox
Radio believes such arrangements resuit in Cox Radio receiving
such goods and services at more attractive pricing than Cox
Radio would be able to secure separately. Such reimbursed
expenditures include insurance premiums for coverage through
Cox Enterprises’ insurance program, which provides coverage
for all of its affiliates, including Cox Radio. Rather than self-
insuring these risks, Cox Enterprises purchases insurance for
a fixed-premium cost from several insurance companies,
including an insurance company indirectly owned by descen-
dants of Governor James M. Cox, the founder of Cox Enterprises,
including James C. Kennedy, Chairman of Cox Radio’s Board
of Directors, and his sister, who each own 25%. This insurance
company is an insurer and re-insurer on various insurance
policies purchased by Cox Enterprises, and it employs an
independent consulting actuary to calculate the annual

premiums for general/auto liability and workers compensation
insurance based on Cox Radio’s loss experience consistent
with insurance industry practice. Cox Radio’s portion of these
insurance costs was approximately $0.4 million, $0.3 million
and $0.3 million for the years ended December 31, 2003,
2002 and 2001, respectively.

Cox Radio’s employees participate in certain Cox Enterprises
employee benefit plans, and Cox Radio made payments to Cox
Enterprises in 2003, 2002 and 2001 for the costs incurred by
reason of such participation, including self-insured employee
medical insurance costs of approximately $8.3 million, $6.8 mil-
fion and $5.5 million; retiree medical payments of approxi-
mately $0.1 million for each year; postemployment benefits of
approximately $0.6 million, $0.6 million and $0.4 million; and
executive pension plan payments of approximately $0.9 mil-
lion, $0.7 million and $0.9 million, respectively.

The new headquarters building is leased by Cox Enterprises
from a partnership that in turn is indirectly owned by descen-
dents of Governor James M. Cox, the founder of Cox Enterprises,
with an indirect 36% interest held in the aggregate by the
children of James C. Kennedy, Chairman of Cox Radio’s Board
of Directors, and an indirect less than 3% interest held in the
aggregate by Mr. Kennedy, his mother and his sister. Cox Radio
pays rent and certain other occupancy costs to Cox Enterprises
for space in Cox Enterprises’ corporate headquarters building.
During 2002, Cox Enterprises, Cox Radio and certain other
affiliates of Cox Enterprises moved to a new headquarters
building. Rent and occupancy expense is allocated based on
occupied space. Related rent and occupancy expense was
approximately $0.6 million, $0.3 million and $0.1 million for the
years ended December 31, 2003, 2002 and 2001, respectively.
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included in the amounts due from (to) Cox Enterprises are the following transactions:

{Amounts in thousands)

intercompany due from Cox Enterprises, December 31, 2000 $ 17,268
Cash transferred to Cox Enterprises 305,523
Acquisitions (50,216)
Payments on revolver {300,000)
Net proceeds from issuance of senior notes 249 667
Net operating expense allocations and reimbursements (221,158)

Intercompany due from Cox Enterprises, December 31, 2001 1,084
Cash transferred to Cox Enterprises 318,777
Acquisitions (484)
Payments on revolver (90,000)
Net operating expense allocations and reimbursements (226,318)

Intercompany due from Cox Enterprises, December 31, 2002 3,059
Cash transferred to Cox Enterprises 423,317
Acquisitions {239)
Borrowings on revolver 20,0038
Repayment of 6.25% notes (523,220
Net operating expense allocations and reimbursements (343,147)

Intercompany due from Cox Enterprises, December 31, 2003 ¢ 6,284

Cox Radio has estimated that the carrying value of inter-
company advances approximates fair value, given the short-
term nature of these advances.

Cox Radio has entered into lease agreements with Cox
Broadcasting with respect to studio and tower site properties
in Atlanta, Georgia and Dayton, Ohio that are used for Cox
Radio’s radio operations in those markets. The annual rental
cost in the aggregate was approximately $0.6 million for each
of the years ended December 31, 2003, 2002 and 2001.

In November 2000, Cox Radio and Cox Interactive Media, Inc.,
a wholly-owned subsidiary of Cox Enterprises, entered into two
agreements concerning the operation of Cox Radio’s web sites,
which had previously been designed, developed and operated
by Cox Interactive Media. The first agreement provided for the
transition of operations of the Cox Radio web sites fo the newly
created Cox Radio division CXRi. The second, a cross-promotion
agreement provided that each party would promote the other
in certain common markets, and contemplated that the same
terms and conditions would be applicable to any new common
markets that arise over the term. in 2002, Cox Interactive
Media ceased operating web sites in the markets covered by
the cross-promotion agreement and consequently the parties
mutually agreed to cease cross promotion. Cox Radio recog-
nized both income and expense related to the agreement of
approximately $1.0 million and $1.6 million in 2002 and
2001, respectively.

New Accounting Promouncements

In May 2003, the Financial Accounting Standards Board
(FASB} issued SFAS No. 150, “Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity.”
SFAS No. 150 clarifies the definition of a liability as currently
defined in FASB Concepts Statement No. 6, “Elements of
Financial Statements,” as well as other planned revisions. This
statement requires a financial instrument that embodies an
obligation of an issuer to be classified as a liability. In addition,
the statement establishes standards for the initial and subse-
quent measurement of these financial instruments and disclo-
sure requirements. SFAS No. 150 became effective for Cox Radio
on July 1, 2003. The adoption of this standard did not have any
impact on Cox Radio’s consolidated financial statements.

in April 2003, the FASB issued SFAS No. 149, “Amendment
of Statement No. 133 on Derivative Instruments and Hedging
Activities.” SFAS No. 149 amends SFAS No. 133 for decisions
made as part of the FASB's Derivatives Implementation Group
process, other FASB projects deaiing with financial instru-
ments, and in connection with impiementation issues raised
in retation to the application of the definition of a derivative.
This statement is generally effective for contracts entered
into or modified after June 30, 2003 and for hedging relation-
ships designated after June 30, 2003. The adoption of this
standard did not have any impact on Cox Radio’s consclidated
financial statements.
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In January 2003, the FASB issued FASB Interpretation No. 46,
“Consolidation of Variable Interest Entities” (FIN 46), to address
perceived weaknesses in accounting for entities commonly
known as special-purpose or off-balance-sheet. In addition to
numerous FASB Staff Positions written to clarify and improve
the application of FIN 46, the FASB recently announced a defer-
ral for certain entities, and an amendment to FiN 46 entitled
FASB Interpretation No. 46 (revised December 2003),
“Consolidation of Variable Interest Entities” (FIN 46R).

Under the new guidance, special effective date provisions
apply to enterprises that have fully or partially applied FIN 46
prior to issuance of this revised interpretation. Otherwise,
application of FIN 46R is required in financial statements of
public entities that have interests in structures that are com-
monly referred to as special-purpose entities for periods
ended after December 15, 2003. Application by public entities,
other than small business issuers, for all ather types of vari-
able interest entities is required in financial statements for
periods ending after March 15, 2004.

Cox Radio would apply the provisions of FIN 46R for any spe-
cial purpose entities for the period ended after December 15,
2003. All other variable interest entities would be accounted for
under FIN 46R for the periods after March 15, 2004. Cox Radio
does not have any interest in special purpose entities or any
other variable interest entities. The adoption of FIN 46R is not
expected to have a material impact on Cox Radio’s results of
operations or financial position.

In December 2003, the FASB issued SFAS No. 132 (Revised
2003), “Employers' Disclosures about Pensions and Other
Postretirement Benefits” (FAS 132R), which retains the disclo-
sure requirements in SFAS 132 and contains additional
requirements. These additional requirements include disclo-
sures about a plan sponsor’s investment strategies, detailed
information of plan assets, expected future cash flow require-
ments, and interim disclosures related to periodic benefit
cost. This Statement is effective for financial statements for
fiscal years ending after December 15, 2003. Cox Radio
participates in Cox Enterprises’ pension and postretirement
plans. Cox Radio’s disclosures about pensions and postretire-
ment benefits are presented in Note 11 to the consolidated
financial statements.

ITEM 7A. Quantitative and
Qualitative Disclosure About
Market Risk

Cox Radio is exposed to a number of financial market risks in
the ordinary course of business. Cox Radio’s primary financial
market risk exposure pertains to changes in interest rates.

Cox Radio has examined exposures to these risks and con-
cluded that none of the exposures in these areas are material
to cash flows or earnings. Cox Radio has engaged in several
strategies to manage these market risks. Cox Radio’s indebt-
edness under its various financing arrangements creates
interest rate risk. In connection with each debt issuance and
as a result of continual monitoring of interest rates, Cox Radio
has entered info interest rate swap agreements for purposes
of managing borrowing costs.

Pursuant to the interest rate swap agreements, Cox Radio
has exchanged its floating rate interest obligations on an
aggregate of $50 million in notional principal amount of debt
for fixed interest rates. These agreements have an average
annual fixed rate of 6.3% and an average remaining maturity
of 2.25 years. Concurrently with the adoption of SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities,”
in January 2001, Cox Radio formally designated these agree-
ments as cash flow hedges as discussed in Note 10 to the
consolidated financial statements included herein. Cox Radio
is exposed to a credit loss in the event of nonperformance by
the counterparties to the interest rate swap agreements.
However, Cox Radio does not anticipate nonperformance by
such counterparties, and no material loss would be expected
in the event of the counterparties’ nonperformance. The esti-
mated fair value of the swap agreements, based on current
market rates, approximated a net payable of $3.9 million and
$5.8 million at December 31, 2003 and 2002, respectively.
The fair value of the swap agreements at December 31, 2003
is included in other current liabilities and other long-term
liabilities according to the respective maturity dates of the
swaps. The market risk for the interest rate swaps is mitigated
as the variable rate received is hedged to the variable rate
paid on the credit facility. A hypothetical one percentage point
increase or decrease in interest rates would be fully offset by
the interest rate variance applicable to the credit facility.
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The determination of the estimated fair value of Cox
Radio's fixed-rate debt is subject to the effects of interest
rate risk. The estimated fair value of the fixed-rate debt
instruments at December 31, 2003 was $376.1 miliion, com-
pared to a carrying amount of $349.7 million. The estimated
fair value of Cox Radio’s fixed-rate debt instruments at
December 31, 2002 was $477.1 million, compared to a carry-
ing amount of $449.6 million. The effect of a hypothetical one
percentage point decrease in interest rates would be to
increase the estimated fair value of the fixed-rate debt
instruments from $376.1 million to $382.9 million at
December 31, 2003, and from $477.1 million to $487.6 mil-
lion at December 31, 2002.

The estimated fair values of debt instruments are based on
discounted cash flow analyses using Cox Radio's borrowing
rates for similar types of borrowing arrangements and dealer
quotations. The revolving credit facilities and Cox Enterprises
borrowings bear interest based on current market rates and,
thus, approximate fair value. Cox Radio is exposed to interest
rate volatility with respect to the foregoing variable rate debt
instruments.

With respect to financial instruments, Cox Radio has esti-
mated the fair values of such instruments using available
market information and valuation methodologies that it
believes to be appropriate. Considerable judgment, however,
is required in interpreting market data to develop the esti-
mates of fair value. Accordingly, the estimates presented
herein are not necessarily indicative of the amounts that Cox
Radio would realize or pay in a current market exchange.
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ITEM 8. Financial Statements and Supplementary Data

INBEPERDENT AUDITORS REPORT

To the Board of Directors and Shareholders of Cox Radio, Inc.

We have audited the accompanying consolidated balance sheets of Cox Radio, Inc. and subsidiaries (the “Company”) as of
December 31, 2003 and 2002, and the related conselidated statements of income, shareholders’ equity and cash flows for each of
the three years in the period ended December 31, 2003. Our audits also included the financial statement schedule listed in the
Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company’s management.
Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Company
as of December 31, 2003 and 2002, and the results of its operations and its cash flows for each of the three years in the period
ended December 31, 2003 in conformity with accounting principles generally accepted in the United States of America. Also, in our
opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a
whole, presents fairly in all material respects the information set forth therein.

As discussed in Note 7 to the consolidated financial statements, effective January 1, 2002, the Company changed its method
of accounting for goodwill and other intangible assets to conform with Statement of Financial Accounting Standards No. 142
As discussed in Note 10 to the consolidated financial statements, effective January 1, 2001, the Company changed its method of
accounting for derivative instruments and hedging activities to conform with Statement of Financial Accounting Standards No. 133,
as amended.

/s/ DELOITTE & TOUCHE LLP
Atlanta, Georgia
February 27, 2004
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CONSILITATED BALANCE SHEETS

December 31,
{Amounts in thousands, except share data) 2003 2002
ASSETS
Current assets: ;
Cash and cash equivalents $ 4202 $ 4,681
Accounts and notes receivable, less allowance for doubtful :
accounts of $4.229 and $4,791, respectively 82,750 86,876
Prepaid expenses and other current assets 7194 7,567
Amounts due from Cox Enterprises. 6,284 3,059
Total current assets 100,430 102,183
Property and equipment, net 78,333 | 79,304
FCC licenses and other intangible assets, net 2,028,798 | 2,023,525
Goodwill 46,033 | 16,514
Other assets 23,432 | 20,186
Total assets $2,277,026 ' $2,271,712
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liahilities: ‘
Accounts payable and accrued expenses $ 28602 $ 27821
Accrued salaries and wages 4139 6,449
Accrued interest 1,230 7,966
Income taxes payable 10,937 12,109
Other current liabilities 2,924 2,083
Total current liabilities 53,832 l 56,428
Notes payable 534,744 | 614,602
Deferred income taxes 502,015 482,286
Other long term liabilities 4,767 6,907
Total liabilities 1,095,358 1,160,223
Commitments (Note 9) and contingencies (Note 15)
Shareholders’ equity:
Preferred stock, $0.33 par value: 15,000,000 shares authorized, none outstanding - -
Class A common stock, $0.33 par value; 210,000,000 shares authorized; 41,718,469
and 41,571,789 shares issued and 41,590,198 and 41,450,595 shares cutstanding
at December 31, 2003 and 2002, respectively 13,767 13,719
Class B common stock, $0.33 par value; 135,000,000 shares authorized; 58,733,016 |
shares issued and outstanding at December 31, 2003 and 2002 19,382 w 19,382
Additional paid-in capital 626,499 | 624,049
Accumulated other comprehensive loss, net of tax (1,863) (3,082)
Retained earnings 525,729 459,104
1,183,514 1,113,172
Less: Class A common stock held in treasury (128,271 and 121,194 shares at cost, respectively) (1,846) (1,683)
Total shareholders' equity 1,181,668 1,111,489
Total liabilities and shareholders’ equity $2,271,712

See notes to consolidated financial statements.

$2,211,026
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SONSULIDATES STOTENERTS CF INCCNE

Year Ended December 31,
{Amounts in thousands, except per share data) 2003 2002 2001
Net revenues:
Local $303,985 $308,872 $292,507
National 96,228 89,935 81,275
QOther 25,660 21,785 21,521
Total net revenues 425,813 420,592 395,303
Operating expenses:
Cost of services (exclusive of depreciation shown separately below) 95,617 93,152 92,412
Selling, general and administrative 162,173 161,093 153,945
Corporate general and administrative 16,272 15,489 13,280
Depreciation 11,7114 12,096 11,392
Amortization 17 118 58,243
Other operating expenses, net 888 313 (2,097)
Operating income 139,092 138,331 68,128
Other income (expense):
Interest income 8 32 1,527
Interest expense {33,57%) (39,682) (49,008)
QOther (479) {508) (476)
Income before income taxes and cumulative effect of accounting change 105,046 98,173 20,171
Current income tax expense 19,307 14,722 10,180
Deferred income tax expense (benefit) 19,114 23,576 (11,487)
Total income tax expense (benefit) 38,421 38,298 {1,307)
Income before cumulative effect of accounting change 66,625 59,875 21,478
Cumulative effect of accounting changes, net of tax - (13,934) (787)
Net income $ 66,625 $ 45,941 $ 20,691
Net income per share — basic
Income before cumulative effect of accounting change $ 066 $ 060 $ 0.22
Cumulative effect of accounting changes - (0.14) 0.01)
Net income per common share $ 066 $ 0.6 $ 021
Net income per share — dituted
Income before cumulative effect of accounting change $ 066 $ 060 $ 022
Cumulative effect of accounting changes - (0.14) (0.01)
Net income per common share $ 066 $ 046 $ 021
Weighted average common shares outstanding — basic 100,238 100,098 99,720
Weighted average common shares outstanding — diluted 100,542 100,532 100,188

See notes to consolidated financial statements.
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CONSCLIDATED STATEMENTS OF SRAREHOLDERS' EQUITY

Class A Class B Accumulated
Common Stock Common Stock Additional Other
Paid-in Comprehensive  Retained Treasury Stock
(Amounts in thousands) Shares  Amount  Shares  Amount Capital Loss Earnings  Shares  Amount Total
Balance at December 31, 2000 40,694 $13429 58,733 $19,382 $610,126 $ - $392,472 120 $(1,651) $1,033,758
Comprehensive income:
Net income - - - - - - 20,691 - - 20,691
Cumulative effect of adopting
SFAS No. 133 - - - - - (707 - - - (707)
Unrealized loss on cash flow hedges - - - - - (1,525) - - - (1,525)
Reclassification to earnings of
transition adjustments - - - - - 173 - - - 173
Comprehensive income 18,632
Repurchase of Glass A common stock - - - - - - - - 4 (4
Issuance of Class A common stock
related to incentive ptans including
tax benefit of $2.6 million 576 190 - - 8,677 - - - - 8,867
Balance at December 31, 2001 41,270 13,619 58733 19,382 618,803 (2,059) 413,163 120 (1,655 1,061,253
Comprehensive income:
Net income - - - - - - 45,941 - - 45,941
Unrealized [oss on cash flow hedges - - - - - (1,182) - - - (1,182)
Reclassification to earnings
of transition adjustments - - - - - 159 - - - 159
Comprehensive income 44918
Repurchase of Class A common stock - - - ~ - - - 1 (28) (28)
Jssuance of Class A common
stock related to incentive plans
including tax benefit of $2.0 million 302 100 - - 5,246 - - - - 5,346
Balance at December 31, 2002 41,572 13,719 58,733 19,382 624,049 (3,082) 459,104 121 (1,683) 1,111,489
Comprehensive income:
Net income - - - - - - 66,625 - - 66,625
Unrealized gain on interest rate swaps - - - - - 1,101 - - - 1,101
Reclassification to earnings of
transition adjustments - - - - - 118 - - - 118
Comprehensive income 67,844
Repurchase of Class A common stock - - - - - - - 7 (163) (163)
Issuance of Class A common stock
related to incentive plans including
tax benefit of $0.8 million 146 48 - - 2,450 - - - - 2,498
Balance at December 31, 2003 41,7118 $13,767 58,733 $19,382 $626,499 $(1,863)  $525,729 128  $(1,846) $1,181,668

See notes to consolidated financial statements.
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COLISOLIDATED STATEENTS OF CASY FLOWS

Year Ended December 31,

(Amounts in thousands) 2003 2002 2001
Gash flows from operating activities:
Net income $ 66,625 $ 45,941 $ 20,691
[tems not requiring cash:
Depreciation 11,714 12,096 11,392
Amortization 17 118 58,243
Deferred income taxes 19,114 . 23,576 (11,487
Tax benefit of stock options exercised 812 1,953 2,595
QOther 888 313 (2,097)
Cumulative effect of accounting change, net of tax - 13,934 787
Changes in assets and liabilities {net of effects of acquisitions and dispositions):
Decrease (increase) in accounts receivable 4128 (4,110) 10,395
Decrease (increase) in prepaid expenses and other current assets 296 2,177 (1,636)
(Decrease) increase in accounts payable and accrued expenses (170) 5,930 (4,842
(Decrease) increase in accrued salaries and wages (2,310 528 87
(Decrease) increase in accrued interest (736) (126} 2,625
{(Decrease) increase in income taxes payable (1,172), 4,097 6,888
Other, net 1,061 25 (208)
Net cash provided by operating activities 100,365 - 106,452 93,433
Cash flows from investing activities: ‘
Capital expenditures (10,549) {11,891) (17,001)
Acquisitions and related expenses, net of cash acquired (239) {484) {50,216)
Decrease in other long-term assets 694 759 244
Investment in signal upgradss (8,929) (12,154) (1,862)
Proceeds from sales of assets 18 394 89
Proceeds from sale of radio stations - 3,457 6,129
Net cash used in investing activities (20,005) (19,919) (62,617)
Cash flows from financing activities:
Net borrowings (repayments) of revolving credit facilities 20,000 (90,000 (300,000)
Repayment of 6.25% notes (100,000) - -
Proceeds from issuance of senior notes - - 249,667
Proceeds from stock options exercised 1,686 | 3,393 6,272
Repurchase of Class A common stock (163)| (28) 4)
Increase (decrease) in book overdrafts 1,099 | (975) 4
Payment of debt issuance costs (236) (223) (1,928)
(Increase) decrease in amounts due to/from Cox Enterprises, net (3,225)? (1,980) 16,184
Net cash used in financing activities (80,839) (89,813) (29,805)
Net (decrease) increase in cash and cash equivalents (479) (3,280) 1,011
Cash and cash equivalents at beginning of year 4,681 7,961 6,950
Cash and cash equivalents at end of year $ 4,202 $ 4,681 $ 7961

See notes to consolidated financial statements.
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NOTES O GOUSILIDATID FINANGIAL STATENENTS

1, Organization and Basis of Presentation

Cox Radio is a leading national radio broadcasting company
whose business, which constitutes one reportable segment, is
devoted to acquiring, developing and operating radio stations
located throughout the United States. Cox Enterprises indirectly
owns approximately 62% of the common stock of Cox Radio
and has approximately 94% of the voting power of Cox Radio.

The conselidated financial statements of Cox Radio repre-
sent the operations of the radio broadcasting stations owned
or operated by Cox Radio. All significant intercompany
accounts have been eliminated in the consolidated financial
statements of Cox Radio.

The historical financial statements do not necessarily
reflect the results of operations or financial position that
would have existed had Cox Radio not been a majority-owned
indirect subsidiary of Cox Enterprises.

2. Summary of Signitican Accounting Pelicies

Cash Equivalents

Cox Radio considers all highly liquid investments with a
maturity of three months or less when purchased 10 be cash
equivalents. The carrying value of these investments approxi-
mates fair value.

Revenue Recognition

Cox Radio recognizes revenues when the following conditions
are met: persuasive evidence of an arrangement exists; deliv-
ery has occurred or services have been rendered: the price
is fixed and determinable; and collectibility is reasonably
assured. These criteria are generally met for advertising rev-
enue at the time an advertisement is broadcast. Advertising
revenue is recorded net of advertising agency commissions.
Agency commissions, when applicable, are calculated based
on a stated percentage applied to gross revenues. Cox Radio
records an allowance for doubtful accounts based on histori-
cal information, analysis of credit memo data and any other
relevant factors.

Barter Arrangements

Barter transactions are recorded at the estimated fair
value of the products or services received. Revenue from
barter transactions is recognized when commercials are
broadcast. Products or services are recorded when the prod-
ucts or services are received. If commercials are broadcast
before the receipt of products or services, a barter receivable
is recorded. If products or services are received before the
broadcast of commercials, a barter payable is recorded.

Corporate General and Administrative Expenses

Corporate general and administrative expenses consist of
corporate overhead costs not specifically allocable to any of
Cox Radio’s individual stations.

Advertising Expenses

Advertising expenses are expensed as incurred. Advertising
expenses for the years ended December 31, 2003, 2002
and 2001 were $7.7 million, $8.4 miltion and $8.0 million,
respectively.

Property and Fquipment

Property and equipment is stated at cost less accumulated
depreciation. Depreciation is computed principally using the
straight-line method at rates based upon estimated useful
lives of 5 to 40 years for buildings and building improvements,
5 to 25 years for broadcast equipment, 7 to 10 years for fur-
niture and fixtures and 2 to 5 years for computers, software
and other equipment.

Expenditures for maintenance and repairs are charged to
operating expense as incurred. At the time of retirements,
sales or other dispositions of property, the original cost and
related accumulated depreciation are written off.

Web Site Development Costs

Web site development activities include planning, design and
development of graphics and content for new web sites and
operation of existing sites. Cox Radio accounts for costs asso-
ciated with such activities in accordance with the Emerging
Issues Task Force Issue (EITF) No. 00-2, “Accounting for Web
Site Development Costs.” Under this guidance, costs incurred
that involve providing additional functions and features to
the web site should be capitalized. Costs associated with the
planning phase, as well as the maintaining of the web site,
should be expensed as incurred. In addition, costs associated
with content development and training should also be
expensed as incurred. Capitalized costs are generally
amortized over two years.
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Intangible Assets

Intangible assets consist primarily of Federal Communications
Commission (FCC) broadcast licenses, but also include goodwill
and certain other intangible assets acquired in purchase
business combinations. Upon the adoption of Statement of
Financial Accounting Standards (SFAS) No. 142, “Goodwill
and Other Intangible Assets,” on January 1, 2002, Cox Radio
ceased amortization of goodwill and FCC licenses, which are
indefinite-lived intangible assets. Other intangible assets are
amortized on a straight-line basis over the contractual lives
of the assets.

Cox Radio evaluates its FCC licenses for impairment annually,
or more frequently if events or changes in circumstances
indicate that the asset might be impaired. FCC licenses are
evaluated for impairment at the market level. If the carrying
amount of FCC licenses is greater than their estimated fair
value in a given market, the carrying amount of FCC licenses
in that market is reduced to its estimated fair value. Cox Radio
evaluates goodwill in each of its reporting units (markets) for
impairment annually, or more frequently if certain circumstances
are present. !f the carrying amount of goodwill in a reporting
unit is greater than the implied value of goodwill for that
reporting unit determined from the estimated fair value of the
reporting units, the carrying amount of goodwill in that
reporting unit is reduced to its estimated fair value.

Cox Radio utilizes independent appraisals in testing FCC
licenses and goodwill for impairment. These appraisals prin-
cipally use the discounted cash flow methodology. This income
approach consists of a quantitative model, which incorpo-
rates variables such as market advertising revenues, market
revenue share projections, anticipated operating profit mar-
gins and various discount rates. The variables used in the
analysis reflect historical station and advertising market
growth trends, as well as anticipated performance and market
conditions. Multiples of operating cash flow are also consid-
ered. Cox Radio evaluates amortizing intangible assets for
recoverability when circumstances indicate an impairment
may have occurred, using an undiscounted cash flow
methodology. If the future undiscounted cash flows for the
intangible asset are less than net book value, net book value
is reduced to the estimated fair value.

Other Assets

QOther assets consist primarily of investments in signal
upgrades. Signal upgrades represent Cox Radio’s process of
enhancing selected stations’ signal strength. Upon completion
of each signal upgrade, Cox Radio reclassifies the costs
incurred for the upgrade to FCC licenses. The amount reclas-
sified is validated based upon an independent appraisal of
the FCC license after the upgrade is completed. Impairment
on other assets is evaluated in accordance with SFAS No.
144, “Accounting for the Impairment or Disposal of Long-
Lived Assets.”

Impairment of Long-Lived Assets

Cox Radio accounts for long-lived assets in accordance with
SFAS No. 144. Long-lived assets are required to be reviewed
for impairment when events or changes in circumstances
indicate that the carrying amount of an asset may not be
recoverable, with any impairment losses being reported in the
period in which the recognition criteria are first applied based
on the fair value of the asset. Cox Radio assesses the recov-
erability based on a review of estimated undiscounted cash
flows. Long-lived assets to be disposed of are required to be
reported at the lower of carrying amount or fair value less
cost to sell.

Income Taxes

Deferred income taxes are provided based on the liability
method of accounting pursuant to SFAS No. 109, “Accounting
for Income Taxes.” The liability method measures the expected
tax impact of future taxable income or deductions resulting
from differences in the tax and financial reporting bases of
assets and liabilities reflected in the consalidated balance
sheets and the expected tax impact of carryforwards for tax
purposes. Cox Radio evaluates its effective tax rates regularly
and adjusts rates when appropriate based on currently available
information relative to statutory rates, apportionment factors
and the applicable taxable income in the jurisdictions in
which Cox Radio operates, among other factors.
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Pension and Postretirement Benefits

Cox Enterprises generally provides defined pension benefits to
eligible employees based on years of service and compensation
during those years. Cox Enterprises also provides certain
health care and life insurance benefits to eligible employees
and retirees. For certain employees and retirees of Cox Radio
gligible for such coverages, these benefits are provided
through the Cox Enterprises plans. Expenses related to these
plans are allocated to Cox Radio through the intercompany
account. The amount of the allocations is generally based on
actuarial determinations of the effect of Cox Radio employees’
participation in the Cox Enterprises plans.

Incentive Compensation Plans

Cox Radio accounts for stock compensation in accordance
with the requirements of Accounting Principles Board (APB)

Gox Radio Employee Stocl Purchase Plans

Opinion No. 25, “Accounting for Stock Issued to Employees,”
and related interpretations. See Note 12 for a general
description of the plans referred to below. Cox Radio did not
recognize any compensation expense related to the incentive
compensation plans under APB Opinion No. 25 for the years
ended December 31, 2003, 2002 and 2001.

SFAS No. 123, “Accounting for Stock-Based Compensation,”
as amended by SFAS No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure,” requires disclosure
of the pro forma effects on net income and earnings per share
as if Cox Radio had adopted the fair value recognition provi-
sions of SFAS No. 123, as amended by SFAS No. 148. The follow-
ing tabular presentation reflects the assumptions used in the
determination of fair value utilizing the Black-Scholes model.

The fair value of the employees’ purchase rights granted under these plans was determined using the Black-Scholes model with the

following assumptions as of the enrollment dates listed below:
December 15, 2002

lune 13, 2003

June 15, 2002

November 30, 2001 September 16, 1999

Risk-free interest rate 0.73% 1.09%
Expected life 2.55 years 1.04 years
Expected stock price volatility 48.24% 44.86%
Expected dividend yield w/a n/a
Fair value at enroliment date $5.52 $6.01

Gox Radiv Lmended and Restated Long-Term Incentive Plan

2.36% 2.50% 5.67%
1.54 years 2.08 years 2.0 years
45.29% 44.65% 34.00%
n/a n/a nfa

$8.14 $8.91 $6.29

The fair value of the options granted during 2003, 2002 and 2001 is estimated on the date of grant using the Black-Scholes

model with the following assumptions:

Grant Date
2003 2002 2001
Risk-free interest rate 3.27% 5.02% 4.94%
Expected life 8 years 6 years 6 years
Expected stock price volatility 41.92% 44.70% 40.82%
Expected dividend yield n/a n/a n/a
Fair value at grant date $9.43 $12.38 $10.33
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Had compensation cost for the Long-Term Incentive Plan
and Employee Stock Purchase Plans been determined based
on the fair value at the grant or enrollment dates for the
above awards in accordance with the fair value provisions of
SFAS No. 123 and the disclosure provisions of SFAS No. 148,
Cox Radio's net income and net income per share in 2003,
2002 and 2001 would have been reduced to the pro forma
amounts indicated befow, based on the assumptions dis-
cussed above:

(Amounts in thousands, Year Ended December 31,

except per share data) 2003 2002 2001

Net income, as reported $ 23,325 $45941  $20,691
Deduct: total stock-based employee
compensation expense determined

under fair value based method for

all awards, net of related tax effects  (70,282)

(8,571)  (4,887)

Pro forma net income $33502  $37,370  $15,804

Earnings per share:

Basic — as reported $ 088 $ 046 $§ 021
Basic — pro forma $ 238 $ 037 $ 0.16
Diluted — as reported £33 $ 046 $ 0.21
Difuted — pro forma $ 355 $ 037 § 016

Use of Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
of America requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Concentration of Risk

A significant portion of Cox Radio’s business historically has
been conducted in the Atlanta market. Net revenues earned
from radio stations located in Atlanta represented 26%, 26%
and 28% of total revenues for the years ended December 31,
2003, 2002 and 2001, respectively.

Recent Accounting Pronouncements

[n May 2003, the Financial Accounting Standards Board
(FASB) issued SFAS No. 150, “Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity.”
SFAS No. 150 clarifies the definition of a liability as currently
defined in FASB Concepts Statement No. 6, “Elements of
Financial Statements,” as well as other planned revisions.
This statement requires a financial instrument that embodies
an obligation of an issuer to be classified as a liability. In
addition, the statement establishes standards for the initial
and subsequent measurement of these financial instruments
and disclosure requirements. SFAS No. 150 became effective
for Cox Radio on July 1, 2003. The adoption of this standard
did not have any impact on Cox Radio’s consolidated finan-
cial statements.

{n April 2003, the FASB issued SFAS No. 149, “Amendment
of Statement No. 133 on Derivative Instruments and Hedging
Activities.” SFAS No. 149 amends SFAS No. 133, “Accounting
for Derivative Instruments and Hedging Activities,” for deci-
sions made as part of the FASB's Derivatives Implementation
Group process, other FASB projects dealing with financial
instruments, and in connection with implementation issues
raised in relation to the application of the definition of a
derivative. This statement is generally effective for contracts
entered into or modified after June 30, 2003 and for hedging
relationships designated after june 30, 2003. The adoption of
this standard did not have any impact on Cox Radio’s consoli-
dated financial statements.

In January 2003, the FASB issued FASB Interpretation No. 46,
“Consolidation of Variable Interest Entities” (FIN 46), to address
perceived weaknesses in accounting for entities commonly
known as special-purpose or off-balance-sheet. In addition to
numerous FASB Staff Positions written to clarify and improve
the application of FIN 46, the FASB recently announced a
deferral for certain entities, and an amendment to FIN 46
entitled FASB Interpretation No. 46 (revised December 2003),
“Consolidation of Variable Interest Entities” (FIN 46R).

Under the new guidance, special effective date provisions
apply to enterprises that have fully or partially applied FIN 46
prior to issuance of this revised interpretation. Otherwise,
application of FIN 46R (interpretation 46) is required in finan-
cial statements of public entities that have interests in struc-
tures that are commonly referred to as special-purpose enti-
ties for periods ended after December 15, 2003. Application
by public entities, other than small business issuers, for all
other types of variable interest entities is required in financial
statements for periods ending after March 15, 2004.
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Cox Radio would apply the provisions of FIN 46R for any
special purpose entities for the period ended after December 15,
2003. All other variable interest entities would be accounted
for under FIN 46R for the periods after March 15, 2004. Cox
Radio does not have any interest in special purpose entities
or any other variable interest entities. The adoption of FIN
46R is not expected to have a material impact on Cox Radio's
results of operations or financial position.

fn December 2003, the FASB issued SFAS No. 132 (Revised
2003), “Employers’ Disclosures about Pensions and Other
Postretirement Benefits” (FAS 132R), which retains the dis-
closure requirements in SFAS 132 and contains additional
requirements. These additional requirements include disclo-
sures about a plan sponsor's investment strategies, detailed
information of plan assets, expected future cash flow require-
ments, and interim disclosures related to periodic benefit
cost. This Statement is effective for financial statements for
fiscal years ending after December 15, 2003. Cox Radio par-
ticipates in Cox Enterprises’ pension and postretirement
plans. Cox Radio’s disclosures about pensions and postretire-
ment benefits are presented in Note 11.

Reclassifications
Certain prior year amounts have been reclassified for com-
parative purposes.

b H ] Ny t Pamital Q0 M3
3. Zarnirgs 32r Sommon Share and Canita) Strusture

(Amounts in thousands, Year Ended December 31,

except per share data) 2203 2002 2001
Income before cumulative

effect of accounting change $36,325 $ 59,875 $21,478
Cumulative effect of accounting change - {13,934) (787)
Net income 486,525 $ 45,941 $20,681

Earnings Per Share — Basic
Weighted-average common
shares outstanding 103,238 100,098 99,720

Income before cumulative effect
of accounting change per

common share — basic $ 085 § 060 $ 022
Cumulative effect of accounting

change per common share — basic - (0.14)  (0.01)
Net income per common share —basic ¢ 038 $ 046 § 021
Earnings Per Share — Diluted
Weighted-average common

shares outstanding 105,238 100,098 99,720
Shares issuable on exercise

of dilutive options 3,323 3,442 2,236
Shares assumed to be purchased

with proceeds of options (3,019) (3,069 (1,828)
Shares issuable pursuant

to Employee Stock Purchase Plan - 245 271
Shares assumed to be purchased

with proceeds from Employee

Stock Purchase Plan - (184) (211
Shares applicable to earnings

per share — diluted 1g0,562 100,532 100,188
Income before cumulative

effect of accounting change

per common share — diluted $ 085 $ 060 § 022
Cumulative effect of accounting

change per common share — diluted - (0.14) {0.01)

Net income per common share — diluted $ 333 $ 046 §$ 0.21
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The options and Employee Stock Purchase Plan purchase
rights excluded from the computation of net income per com-
mon share - diluted for the years ended December 31, 2003,
2002 and 2001 are summarized below. The exercise price of
these options and the subscription price of these purchase
rights were greater than the average market price of the
Class A comman stock during the years ended December 31,
2003, 2002 and 2001.

Options
(Amounts in thousands) Qutstanding
2002 211t
2002 767
2001 807

4. hoguisitiens and Dispositions of Brsingsses

All acquisitions discussed below have been accounted for
using the purchase method. As such, the results of operations
of the acquired stations have been included in the results of
operations from the date of acquisition. Specific transactions
entered into by Cox Radio during the past three years are
discussed below.

In February 2001, Cox Radio acquired WDYL-FM serving
Richmond, Virginia, and WIMZ-FM and WHZT-FM serving
Greenville, South Carolina, for a total of $52.5 million.

In February 2001, Cox Radio entered into a joint sales
agreement (JSA) to provide sales and marketing services for
WARV-FM serving Richmond, Virginia, and Cox Radio simulta-
neously guaranteed the owner’s financing for the acquisition
of this station. in February 2003, the owner sold WARV-FM
and repaid the $1.0 million of indebtedness associated with
this station, thereby extinguishing Cox Radio’s guarantee of
that indebtedness. Also in February 2003, the JSA related to
this station terminated.

In February 2001, Cox Radio disposed of WHOO-AM serving
Orlando, Florida, for $5 million, resulting in a pre-tax gain of
approximately $2.4 million.

In May 2001, Cox Radio disposed of the assets of KGTO-AM
serving Tulsa, Cklahoma, for $0.5 million. The resulting gain
on disposition was immaterial.

In July 2001, Cox Radio disposed of the assets of WVBB-AM
serving Richmond, Virginia, for $0.7 million. The resulting
loss on disposition was immaterial.

In January 2002, Cox Radio disposed of the assets of
KRTR-AM serving Honolulu, Hawaii, for $0.6 million. The buyer
of the station had been operating the station under a local
marketing agreement (LMA) since October 2001. Under an
LMA, we provide programming, sales and marketing services.
The resulting loss on disposition was immaterial.

In June 2002, Cox Radio disposed of the assets of KCCN-AM
serving Honolulu, Hawaii, for $0.8 million. The resulting gain
on disposition was immaterial.

In August 2002, Cox Radio disposed of the assets of
WBWL-AM serving Jacksonville, Florida, for $2.5 million. The
resulting gain on disposition was immaterial.

The following table summarizes goodwill and FCC licenses
recognized from all purchase business combinations occurring
during each of the three years reflected below, determined
based on independent appraisals:

December 31,
(Amounts in thousands) 2003 2002 2001
Goodwill $ - $ - § 492
FCC Licenses $ - $ - $50317

3. Investmants
iBiguity Digital Corporation

On December 21, 1998 and March 1, 1999, Cox Radio pur-
chased shares of common stock of iBiquity Digital Corporation
(formerly USA Digital Radio, Inc.), a developer of digital radio
broadcasting technology, for a total purchase price of $2.5 mil-
lion. Cox Radio accounts for this investment, included in other
assets in the accompanying balance sheets, under the cost
method. This investment is evaluated for impairment on an
annual basis or as the circumstances dictate. No impairment
has been recorded to date.

8. Proparty and Equipment
December 31,

{(Amounts in thousands) 2003 2002
Land $ 8102 $ 7,874
Buildings and building improvements 30,318 26,909
Broadcast equipment 103,321 95,904
Construction in progress 634 2,788
Property and equipment, at cost 142,576 133,475
Less accumulated depreciation (64,243) (54,171)
Net property and equipment $ 78,333 $ 79,304
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7. Goodwill and Dther (ntangible Assels January 1, 2002. During the quarter ended March 31, 2002,
On January 1, 2002, Cox Radio adopted SFAS No. 142, Cox Radio recognized an after-tax impairment charge of
which requires that goodwill and certain intangible assets, $13.9 miltion for FCC licenses in certain markets based on
including FCG licenses, no longer be amortized but instead be independent appraisals as a result of adopting the provisions
tested for impairment at least annually. Cox Radio’s annual of SFAS No. 142. A reconciliation of previously reported net
impairment testing date is January 1st. income and earnings per share to the amounts adjusted for

the exclusion of amortization of goodwill and intangible
assets with indefinite lives, net of the related income tax
effect in accordance with SFAS No. 142, follows:

In accordance with SFAS No. 142, Cox Radio discontinued
the amortization of its FCC licenses and goodwill effective

December 31,

{Amounts in thousands, except per share data) 2003 2002 2001

Income before cumulative effect of accounting change $85,825 $ 59,875 $21,478
Cumulative effect of accounting change - (13,934) (787)
Net income $38,325 $ 45,941 $20,691
Income before cumulative effect of accounting change $63,625 $ 59,875 $21,478
Add: FCC license and goodwill amortization, net of tax - - 37.349
Adjusted income before cumulative effect of accounting change $83,325 $ 59,875 $58,827

Net income per common share before cumuliative effect of accounting change-basfc

Net income per common share before cumulative effect of accounting change $ 3.38 $ 0.60 $ 022
FCC license and goodwill amortization, net of tax, per common share - - 0.37
Adjusted income per common share before cumulative effect of accounting change § 5.83 $ 060 $ 059

Net income per common share before cumulative effect of accounting change ~ diluted

income per common share before cumulative effect of accounting change $ 0.08 $ 060 $ 022
FCC license and goodwill amortization, net of tax, per common share - - 0.37
Adjusted income per common share before cumulative effect of accounting change ¢ 283 $ 080 $ 0.59
Net income $38,323 $ 45,941 $20,691
Add: FCC license and goodwill amortization, net of tax - - 37,349
Adjusted net income $BE,625 $ 45,941 $58,040
Net income per common share — basic

Net income per common share $ G.866 $ 046 $ 021
FCC license and goodwill amortization, net of tax, per common share - - 0.37
Adjusted net income per common share $ 0.36 $ 046 $ 058
Net income per common share — diluted

Net income, per common share $ 2.88 $ 046 $ 021
FCC license and goodwill amortization, net of tax, per common share - - 0.37
Adjusted net income per common share $ 0.85 $ 046 $ 058
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The following table reflects the components of intangible
assets as of December 31, 2003 and 2002:

Gross Carrying  Accumulated  Net Carrying

{Amounts in thousands) Value Amortization Value
Tecemier 31, 2023

FCC licenses and other

intangible assets, net  $2,029,298 $s08 $2,028,75
Goodwill 46,033 - 46,033
December 31, 2002

FCC licenses and other

intangible assets, net 2,023,908 383 2,023,525
Goodwil! 45,514 - 46,514

Amortization expense for the years ended December 31, 2003
and 2002 was approximately $0.1 million and $0.1 million,
respectively. Amortization expense for each of the next five
years is not expected to be material.

During 2003, Cox Radio reduced goodwill by $0.2 million
for a previously unrecognized tax benefit related to a prior
acquisition and by an additional $0.3 million for a goodwill
impairment charge in its Southern Connecticut cluster.

8. ‘ncome Taxes
Income tax expense (benefit) is summarized as follows:
Year Ended December 31,

{Amounts in thousands) 2003 2002 2001
Current:
Federal $15,076 $12,608 $ 8,105
State 3,431 2,114 2,075
Total current 19,3L7 14,722 10,180
Deferred:
Federal 19,6458 19,816 7,073
State (834) 3,760 (18,560)
Total deferred 19,114 23,576 (11,487)
Total income tax
expense (benefit) $38,421 $38,298  $ (1,307)

The tax effects of significant temporary ditferences, which
comprise the net deferred tax liabilities, are as follows:
December 31,
(Amounts in thousands) 2003 2002
Current deferred tax assets:

A

provision for doubtful accounts $ 2,314 $ 2357
Nancurrent deferred tax
assets (liabilities):
Property and equipment (48,767) (49,210)
Intangibles (456,347} (446,303)
Net operating loss carryforwards 378 643
Unrealized loss on cash flow hedges 2,i3% 2,691
Impairment of FCC licenses - 9,342
Other 333 551
Total net noncurrent liabilities (EC2018)  (482,286)
Net deferred tax liabilities $4T3,701)  $(479,929)

As of December 31, 2003, Cox Radio had net operating loss
carryforwards under the laws of various state jurisdictions in
which it operates in the amount of $10.6 million. These net
operating loss carryforwards expire on various dates through
2022. Cox Radio anticipates that these net operating loss
carryforwards will be realized within the allowable periods,
therefore, no valuation allowance is deemed necessary.

Income tax expense (benefit) computed using the federal
statutory rates is reconciled to the reported income tax provi-
sions as follows:

December 31,
(Amounts in thousands) 20T 2002 2001
Federa! statutory income tax rate 25% 35% 35%

Computed tax expense at
federal statutory rates
on income before
income taxes

State income taxes

$35,75C  $34361 $ 7,083

(net of federal tax benefit) 4,737 3,818 216
Change in estimated

effective state tax rates (2,834) - (10,932
Non-deductible travel and

entertainment expenses 515 611 604
Non-deductible amortization

of intangibles - - 2,157
Benefit arising from low

income housing credits (EC32) (609) (608)
Other, net (124) 117 173

Income tax expense {benefit) $3g,421  $38,298  $(1.307)
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in 2003 and 2001, Cox Radio determined that a lower
effective tax rate for state income taxes was appropriate
based on the states in which Cox Radio currently operates
and the relative statutory rates, apportionment factors, and
taxable income applicable to those states. Accordingly,
adjustments of approximately $2.9 million and $10.9 million
were recorded in 2003 and 2001, respectively.

In addition, the decline in our effective income tax rate
from 2001 to 2002 is due to elimination of non-deductible
amortization for tax purposes resulting from the adoption of
SFAS No. 142,

9. Long-Term Debl znd Commitments
Cox Radio’s debt at December 31, 2003 and 2002, consists
of the following:

{Amounts in thousands) 2803 2002
6.25% note payable,

due in May 2003 $ - $ 99,998
6.375% note payable,

due in May 20059 86,242 99,902
6.625% note payable,

due in February 20062 248 602 249,702
Five-year revolving credit facility 183,203 165,000
Total 4834, 744 $614,602

At December 31, 2002, the estimated aggregate fair value of the 6.25% notes
was approximately $101.4 million based on quoted market prices. In May
2003, Cox Radio repaid the $100.0 milfion principal amount of the 6.25%
niotes at maturity using funds from the five-year revolving credit facility.

@At December 31, 2003 and 2002, the estimated fair value of the 6.375%
notes was approximately $106.2 million and $106.5 million, respectively,
based on quoted market prices.

® At December 31, 2003 and 2002, the estimated fair value of these notes
was approximately $269.9 million and $269.3 million, respectively, based
on quoted market prices.

On June 30, 2000, Cox Radio entered into a $350 miltion,
five-year senior unsecured revolving credit facility. On June 27,
2003, Cox Radio renewed its existing $150 million 364-day
senior unsecured revolving credit facility. The interest rate for
both the 364-day facility and the five-year facility is, at Cox
Radio’s option:

o the greater of the prime rate or the federal funds
borrowing rate plus 0.5%;

o the London Interbank Offered Rate plus a spread based
on the credit ratings of Cox Radio’s senior long-term
debt; or

o the bid rate for the purchase of certificates of deposit of
equal principal amount and maturity plus a spread based
on the credit ratings of Cox Radio's senior long-term debt.

Under the 364-day facility, Cox Radio may also choose an
interest rate based on the federal funds rate plus a spread
based on the credit ratings of Cox Radio’s senior long-term
debt and certain financial covenants. The 364-day facility
also provides for a letter of credit facility. The facilities
include commitment fees on the unused portion of the total
amount available of 0.09% to 0.25%, in the case of the five-
year facility, and 0.20% in the case of the 364-day facility,
based on the credit ratings of Cox Radio’s senior long-term
debt. Each facility contains, among other provisions, specified
leverage and interest coverage requirements, the terms of
which are defined within each credit facility. At December 31,
2003, Cox Radio was in compliance with these covenants. Cox
Radio’s credit facilities contain events of default based on (i)
the failure to pay when due other debt, the outstanding amount
of which exceeds $25 million, after the expiration of applicable
grace periods and (ii) the acceleration of other debt, the out-
standing amount of which exceeds $25 million. Cox Radio is
not in default under its credit facilities. Cox Radio has a “term-
out” feature in the 364-day credit agreement that allows Cox
Radio to extend the maturity of the 364-day credit agreement
for an additional two years at maturity. At December 31, 2003,
Cox Radio had $185 million of outstanding indebtedness under
the five-year facility with $165 million available, and no
amounts outstanding under the 364-day facility with $150 mil-
lion available. The interest rate applied to amounts due under
the bank credit facilities was 1.8% at December 31, 2003. At
December 31, 2002, Cox Radio had approximately $165 millien
of outstanding indebtedness under the five-year facility with
$185 million available, and no amounts outstanding under
the 364-day facility with $150 million available. The interest
rate applied to amounts due under the bank credit facilities
was 2.1% at December 31, 2002. Since the interest rate is
variable, the recorded balance of the credit facilities approxi-
mates fair value. See Note 10 for a discussion of Cox Radio’s
interest rate swap agreements.

Cox Radio has an effective universal shelf registration state-
ment under which Cox Radio may from time to time offer and
issue debentures, notes, bonds and other evidence of indebted-
ness and forward contracts in respect of any such indebted-
ness, shares of preferred stock, shares of Class A common
stock, warrants, stock purchase contracts, stock purchase
units and stock purchase rights, and two financing trusts
sponsored by Cox Radio may offer and issue preferred securi-
ties of the trusts for an original maximum aggregate offering
amount of $750 million. Unless otherwise described in future
prospectus supplements, Cox Radio intends to use the net pro-
ceeds from the sale of securities registered under this univer-
sal shelf registration statement for general corporate purposes,
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which may include additions to working capital, the repayment or redemption of existing indebtedness and the financing of capital
expenditures and acquisitions. At December 31, 2003 and December 31, 2002, $244.8 million was available under the universal
shelf registration statement.

Cox Radio leases land, office facilities, and various items of equipment. Rental expense under operating leases amounted to
$9.3 million in 2003, $10.3 million in 2002 and $9.1 million in 2001.

Cox Radio also has various commitments under the following types of contracts: non-cancelable operating leases; fong-term debt;
interest payments on long-term debt; and other operating contracts, including contracts for sports programming and on-air person-
alities. The aggregate minimum annual commitments associated with these contracts as of December 31, 2003 were as follows:

Payments Due by Period
(Amounts in thousands) Total 2004 2005 and 2006 2007 and 2008 After 2008
Operating leases $ 47,702 $ 6,675 $ 12614 $ 9,506 $18,906
Long-term debt® 535,000 - 535,000 - -
Interest on long-term debt? 57,026 30,183 26,585 258 -
(Other aperating contracts 39,483 24,595 13,078 1,798 14
Total $679,211 $61,454 $587,275 $11,562 $18,920

% Amounts due in 2005 include $185 million due upon and assuming the expiration of our five-year credit facility and $100 million aggregate principal amount of the
6.375% notes due at maturity. Qur current intention and expectation is o enter into a new credit facility at or shortly before expiration of our existing five-year facili-
ty. Amounts due in 2006 include $250 million aggregate principal amount of the 6.625% notes due at maturity.

@ These amounts represent future cash interest payments related to debt obligations based en the fixed and variable rates specified in our indenture and credit agree-
ments, including the impact of our interest rate swap agreements. Payments related to variable rate debt under our five-year credit facility are based on the mini-
mum specified margin plus the base rate, LIBOR, in effect at December 31, 2003, and the portion of such variable rate debt subject to interest rates swaps is
adjusted for and based on the fixed rate in such interest rate swaps. These estimates assume that debt is repaid and not refinanced at maturity. Our future interest
payments could differ materially from amounts indicated in the table due to future operational and financing needs, market factors and other currently unanticipat-

ed events.

In April 2000, Cox Radio entered into a JSA for KGMZ-FM
serving Honolulu, Hawaii and simultaneously guaranteed
Honolulu Broadcasting, Inc.'s financing for the acquisition of
this station in the amount of $6.6 million. In February 2001,
Cox radio entered into another JSA agreement with Honolulu
Broadcasting to provide sales and marketing services for
WARV-FM, serving Richmond, Virginia, and simultanecusly
guaranteed Honglulu Broadcasting’s financing for the acqui-
sition of this station in the amount of $1.0 million. The total
guarantee at December 31, 2002 was $7.6 million.

During February 2003, Honolulu Broadcasting sold WARV-FM,
terminating the related JSA and repaid the indebtedness of
$1.0 million. This reduced the collective amount of Cox
Radic’s guarantee from $7.6 million to $6.6 million.

At December 31, 2003, the guarantee of certain senior debt
of Honolutu Broadcasting totaled $6.6 million. This debt con-
sists of a one-year renewable term loan secured by the assets
of KGMZ-FM, the proceeds of which were used by Honolulu
Broadcasting to finance the purchase of this station. Cox Radio

provides sales and marketing services under a JSA to this sta-
tion pursuant to which Cox Radio sefls advertising on the sta-
tion, which it records as revenues, provides marketing services
for the station, and pays a JSA fee to Honolulu Broadcasting in
an amount sufficient to service this debt. In addition, Cox
Radio believes the sale of KGMZ-FM would result in sufficient
proceeds to repay the outstanding debt and considers the
degree of risk related to this guarantee insignificant.

0. Derivative Instruments and Kedging Lelivities

Cox Radio is exposed to fluctuations in interest rates. Cox
Radio actively monitors these fluctuations and uses deriva-
tive instruments from time to time to manage such risk. In
accordance with its risk management strategy, Cox Radio
uses derivative instruments only for the purpose of managing
risk associated with an asset, liability, committed transac-
tion, or probable forecasted transaction that is identified by
management. Cox Radio’s use of derivative instruments may
result in short-term gains or losses and may increase volatil-

ity in its earnings.
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On September 25, 2002, one of Cox Radio’s interest rate
swap agreements with a notional principal amount of
$25 million expired. This action did not have a material effect
on Gox Radio's financial position or results of operations.
Cox Radio did not enter into any other interest rate swap
agreement upon expiration of this agreement.

Cox Radio had two remaining interest rate swap agree-
ments outstanding as of December 31, 2003, each of which
is used to manage its exposure to the variability of future
cash flows related to certain of its floating rate interest obli-
gations that may result due to changes in interest rates. The
counterparties to these interest rate swap agreements are
major financial institutions. Although Cox Radio is exposed to
credit loss in the event of nonperformance by these counter-
parties, Cox Radio does not anticipate nonperformance by
these counterparties nor would Cox Radio expect any such
loss to be material.

On January 1, 2001, Cox Radio adopted SFAS No. 133, as
amended, “Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 137, “Accounting for
Derivative Instruments and Hedging Activities — Deferral of
the Effective Date of SFAS No. 133,” and SFAS No. 138,
“Accounting for Certain Derivative instruments and Certain
Hedging Activities.” SFAS No. 133, as amended, requires all
derivative instruments to be measured at fair value and rec-
ognized as either assets or liabilities. In addition, all deriva-
tive instruments used in hedging transactions must be desig-
nated, reassessed and documented pursuant to the provi-
sions of SFAS No. 133, as amended.

Under SFAS No. 133, as amended, the accounting for
changes in the fair values of derivative instruments at each
new measurement date is dependent upon their intended use.
The effective portion of changes in the fair values of derivative
instruments designated as cash flow hedges, are deferred and
recorded as a component of accumulated other comprehen-
sive income until the hedged forecasted transactions occur
and are recognized in earnings. The ineffective portion of
changes in the fair values of derivative instruments designated
as cash flow hedges are immediately reclassified to earnings.
The differential paid or received on the interest rate swap
agreements is recognized as an adjustment to interest expense.
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Cox Radio's two interest rate swap agreements qualify as
cash flow hedges, and upon adoption of SFAS No. 133, as
amended, Cox Radio recognized a one-time after-tax transition
adjustment to reduce earnings and increase accumulated other
comprehensive loss by approximately $0.8 million and $0.7
million, respectively. These amounts have been presented as a
cumuiative effect of change in accounting principle, net of tax,
in the Consolidated Statements of Income and Shareholders’
Equity for the year ended December 31, 2001. The portion of
the transition adjustment affecting earnings relates to the pre-
viously recorded fair vajues of the derivatives.

For the years ended December 31, 2003, 2002 and 2001,
there was no ineffective portion related to the changes in fair
values of the interest rate swap agreements and there were no
amounts excluded from the measure of effectiveness. In addi-
tion, of the $0.7 million recorded as an increase in accumulated
other comprehensive foss on January 1, 2001, approximately
$76,000, before related income tax effects of approximately
$33,000, was reclassified into earnings as interest expense
during each quarter of 2001 and during each of the first
three quarters of 2002. During the fourth quarter of 2002 and
during each quarter of 2003, approximately $51,000, before
related income tax effects of approximately $22,000, was
reclassified into earnings as interest expense. The balance of
$1.9 mitlion recorded in accumulated other comprehensive loss
at December 31, 2003 is expected to be reclassified into
future earnings, contemporaneously with and offsetting changes
in interest expense on certain of Cox Radio’s floating rate interest
obligations. The estimated amount to be reclassified into future
eamings as interest expense over the twelve months ending
December 31, 2004 is approximately $0.2 million, before related
income tax effects of approximately $0.1 million. The actual
amount that will be reclassified to future earnings over the
next twelve months may vary from this amount as a result of
changes in market conditions related to interest rates.

At December 31, 2003, interest rate swap agreements with
an aggregate $50 million notional principal amount were out-
standing at an average annual rate of 6.3%, having an aver-
age maturity of 2.25 years. The estimated aggregate fair value
of these interest rate swap agreements, based on current
market rates, approximated a net payable of $3.9 million and
$5.8 million at December 31, 2003 and 2002, respectively. The
fair value of the swap agreements at December 31, 2003 is
included in other current liabilities and other long-term liabili-
ties according to the respective maturity dates of the swaps.
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Certain of Cox Radio’s employees participate in the funded, noncontributery defined benefit pension plan of Cox Enterprises and
certain key employees participate in an unfunded, non-qualified supplemental pension plan. The plans call for benefits to be paid
to eligible employees at retirement based primarily upon years of service with Cox Radio and compensation rates during those years.
Cox Enterprises uses a measurement date of December 31 for its pension and postretirement bengfit plans.

Weighled-Average Assumptisns
The following table sets forth the weighted-average assumptions used to determine benefit obligations:
Desemtar 31, 2003 December 31, 2002
Pension Benefits  Other Benefits  Pension Benefits  Other Benefits

Discount rate 2.25% 6.25% 6.75% 6.75%
Rate of compensation increase 4.00% 4.30% 4.50% 5.00%

The following table sets forth the weighted-average assumptions used to determine net periodic benefit cost:
Year ended December 31,
2c13 2002 2001
Pension Benefits ~ Other Benefits ~ Pension Benefits  Other Benefits ~ Pension Benefits  Other Benefits

Discount -ate 8.75% 8.75% 7.25% 7.25% 7.50% 7.50%
Rate of compensation increase 4.30% 3.00% 5.00% 5.00% 5.25% 5.25%
Expected long-term return on pian assets £.00% 8.50% 9.00% 9.00% 9.00% 9.00%

Cox Enterprises Pension Flan
The following table sets forth certain information attributable to the Cox Radio employees’ participation in the Cox Enterprises
pension plans:
Dazember 31, 2038 December 31, 2002
(Amounts in thousands) Funded Plans  Unfunded Plans Funded Plans  Unfunded Plans

Actuarial present value of benefit obligations:

Vested benefits $24,035 $4,339 $18,314 $3,831
Nonvested benefits 2,934 1C3 3,715 683
Accumulated benefit obligations $25,89¢ $3,345 $22,029 $4,514
Projected benefit obligations $30,018 $3,770 $26,156 $5,788
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The amount of the assets related to Cox Radio would have
an estimated fair value not less than the accumulated benefit
obligations of the Cox Enterprises defined henefit pension plan
attributable to Cox Radio’s employees as of December 31, 2003,
or $27.0 million. The assets would be used to fund payments
to retirees. Cox Enterprises will make any non-qualified sup-
plemental pension plan payments due to Cox Radio employ-
ees, and Cox Radio will reimburse Cox Enterprises for any
such payments.

Pension expense allocated to Cox Radio related to the
plans was $0.9 million, $0.5 million and $0.7 million for the
years ended December 31, 2003, 2002 and 2001, respectively.

Cox Enterprises Postretirement Benefits

Cox Enterprises provides certain health care and life insur-
ance benefits to substantially all retirees of Cox Enterprises and
certain of its subsidiaries including Cox Radio. Postretirement
expense allocated to Cox Radio for these benefits was $0.1 mil-
lion for each of the years ended December 31, 2003, 2002 and
2001. Cox Radia’s actuarial present value of accumulated post-
retirement benefit obligations at December 31, 2003 and 2002
was $4.7 million and $4.1 million, respectively.

The funded status of the portion of the plan providing
postretirement benefits covering the employees of Cox Radio
is not determinable. The actuarial present value of postretire-
ment benefit obligations for the postretirement benefits plan
of Cox Enterprises exceeded the fair value of assets held in
the plan at December 31, 2003 and 2002.

For the postretirement welfare plan, the assumed health
care cost trend rate for retirees is 10.0% (10.0% in 2002).
This rate is assumed to decrease gradually to 5.0% by year
2009 and remain leve! thereafter. Increasing the assumed
health care cost trend rate by one percentage point would
have resulted in an increase in the Cox Enterprises plan’s
actuarial present value of benefit obligations of approximately
2.8% and an increase in the aggregate of the service cost and
interest cost components of the net periodic postretirement
benefit cost of approximately 1.8% for 2003. Decreasing the
assumed health care cost trend rate by one percentage point
would have resulted in a decrease in the Cox Enterprises
plan’s actuarial present value of benefit obligations of
approximately 2.4% and a decrease in the aggregate of the
service cost and interest cost components of the net periodic
postretirement benefit cost of approximately 1.6% for 2003.

Cox Enterprises Savings and Invesiment Plan

In addition, substantiaily all of Cox Radio’s employees are eligi-
ble to participate in the savings and investment plan of Cox
Enterprises. Under the terms of the plan, Cox Radio’s contri-
bution is determined annually and is based upon Cox Radio
attaining certain financial performance criteria. Cox Radio
makes a contribution up to 50% of eligible employee contri-
butions to the plan, with a maximum employer contribution
of 6% of the employee’s eligible compensation. Cox Radiao’s
expense under the plan was $1.8 million, $2.0 miliion and
$0.9 million for the years ended December 31, 2003, 2002
and 2001, respectively,

Other

Certain Cox Radio employees, whose savings and investment
plan contributions are at the Internal Revenue Service, or IRS,
maximum or are restricted in order to pass the IRS nondis-
crimination test, were eligible to participate in Cox Enterprises’
non-qualified savings restoration plan through June 30, 2003.
Under the terms of this plan, Cox Radio matched a discretionary
contribution amount no greater than 50% of employee contri-
butions to both the savings and investment and restoration
plans up to a specified maximum percentage of the employ-
ee's eligible compensation. Effective July 1, 2003, Cox Radio
sstablished a separate non-qualified savings restoration plan
covering the Cox Radio employees who previously participated
in the Cox Enterprises plan. The provisions of the Cox Radio
non-qualified savings restoration plan are substantially similar
to the features of the Cox Enterprises plan. Cox Radio’s
expense under the non-qualified savings restoration plan was not
material to the financial statements for any period presented.

12. Stoci-Bassn Gompensatien Pians

During the three years in the period ended December 31,
2003, Cox Radio maintained two stock-based compensation
ptans. Cox Radio accounts for stock-based compensation
using the intrinsic value method prescribed in Accounting
Principles Board (APB) Opinion No. 25, “Accounting for Stock
Issued to Employees,” and related Interpretations. Compensation
for the Cox Radio Amended and Restated Long-Term incentive
Plan is measured as the excess, if any, of the quoted market
price of Cox Radio’s stock at the date of the grant over the
exercise price. Further, the Employee Stock Purchase Plan quali-
fies as a noncompensatory plan under APB Opinion No. 25, and,
as such, no compensation cost is recognized for these awards.
Specific information regarding each plan is presented below.
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Cox Radio Fmplayee Stock Purchase Plans

During 2001, Cox Radio adopted an employee stock purchase
plan (the 2001 Pian), under which Cox Radio was authorized
to issue purchase rights totaling 750,000 shares of Class A
common stock. The 2001 Plan had four alternate entry dates:
January 2, 2002, July 1, 2002, January 2, 2003, and July 1, 2003,
Employees were eligible to participate in the 2001 Plan as of
the first entry date on which they were employed and were
regularly scheduled to work at least 20 hours per week. Under
the terms of the 2001 Plan, the purchase price is the lower of
85% of the fair market value of the Class A common stock on
the grant date (the initial purchase price) or 0% of the fair
market value of the Class A common stock on December 31,
2003, the end of the 2001 Plan, which was $22.58. The initial
purchase price was set at $18.59, $24.96, $21.18, and $19.41
for the first, second, third, and fourth entry dates, respectively.
Purchase rights totaling 271,121 shares, 11,540 shares,
6,089 shares, and 3,324 shares of Class A common stock
were issued under the 2001 Plan with respect to the first,
second, third, and fourth entry dates, respectively. Employees
were allowed to purchase the shares via payroll deduction
through December 31, 2003, at which time 193,224 shares
were issued to the remaining 2001 Plan participants. During
2003, 2002 and 2001, 15,172 shares, 2,480 shares and 0
shares, respectively, were issuable under the 2001 Plan due
to cancellation of employees’ participation or termination of
employment. The fair value of the employees’ purchase rights
granted in 2003, 2002 and 2001 was determined using the
Black-Scholes model using assumptions reflected in Note 2.

During 1999, Cox Radio adopted an employee stock purchase
plan (the 1999 Plan), under which Cox Radio was authorized
to issue purchase rights totaling 750,000 shares of Class A
common stock to substantially ali employees who were
employed on February 1, 1999 and who worked at least 20
hours per week. Pursuant to the 1999 Plan, Cox Radio issued
purchase rights totaling 229,293 shares of Class A common
stock. Under the terms of the 1999 Plan, the purchase price
($16.05 per share) was 85% of the average market value
during the ten trading days ending on August 2, 1999.
Employees were allowed to purchase the shares via payrol|
deductions through October 31, 2001, at which time the
shares were issued to the employees. During 2001, 15,717
shares were issued to employees under the 1999 Plan due to
cancellation of employees’ participation in the 1999 Plan or

termination of employment. Upon conclusion of the 1999 Plan
on October 31, 2001, 172,187 shares of Class A common
stock were issued to the remaining 1999 Pian participants.
The grant date fair value of each purchase right granted in
1999 was $6.29. The fair value of the employees’ purchase
rights granted in 1999 was determined using the Black-
Scholes model using assumptions reflected in Note 2.

Cox Radic £mended and Restated Long-Term Incentive Plan

Pursuant to the Amended and Restated Long-Term Incentive
Plan (the LTIP), executive officers and certain employees of
Cox Radio who have been selected as participants are eligible
to receive awards of various forms of equity-based incentive
compensation, including stock options, stock appreciation
rights, stock bonuses, restricted stock awards, performance
shares and awards consisting of combinations of such incen-
tives. Cox Radio has reserved 13,200,000 shares of Class A
common stock for issuance under the LTIP.

Subject to the maximum shares reserved under the LTIP,
no individual may receive a stock option covering more than
500,000 shares of Class A common stock in any year nor be
granted more than 250,000 shares of Class A common stock,
in any combination of performance awards, restricted stock or
other stock-based awards that are subject to performance
criteria in any year. The maximum payout for any individual
for a performance award paid in cash is 100% of his or her
base salary as of the beginning of the year of the perform-
ance award payment.

Options granted under the LTIP normally vest 60% after
three years from the date of grant, 80% after four years from
the date of grant and 100% after five years from the date of
grant and expire ten years from the date of grant. An acceler-
ated vesting schedule has been provided such that, no sooner
than six months after the grant date of the option, the options
become fully vested if the market value of the shares exceeds
the exercise price by 140% for ten consecutive trading days.
Because the exercise price of stock options awarded during
2003, 2002 and 2001 equaled or exceeded the then current
market price of Cox Radio Class A common stock, no compen-
sation cost has been recognized for these options. The fair
vaiue of the options granted during 2003, 2002 and 2001
is estimated on the date of grant using the Black-Scholes
option-pricing model using assumptions reflected in Note 2.
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A summary of the status of Cox Radic’s stock options granted under the Long-Term Incentive Plan as of December 31, 2003,
2002 and 2001 and changes during the years ending on those dates is presented below:

2373 2002 2001
Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding at beginning of year £,203,224 $22.72 3,023,884 $20.62 2,293,768 $18.35
Granted 1,709, 50 .30 1,660,509 24.66 1,342,943 21.84
Exercised (128,228) 10.48 {298,106) 11.10 (384,767) 8.26
Forfeited (381,520) 23.84 (177,663) 24.63 (228,060) 25.84
Outstanding at end of year 8,428,810 $22.35 4,208,624 $22.72 3,023,884 $20.62

QOptions exercisable at year-end 1,032,635 $18.42
Weighted-average fair value of optians

granted during the year $ 34

730,447 $10.60 1,026,032 $10.69

$ 1238 $ 1033

(&)

The following table summarizes information about stock options outsta.nding at December 31, 2003:

Options Oustanding Options Exercisable

Weighted-Average Weighted-Average

Range of Number of Options Remaining Weighted-Average Number of Options Remaining Weighted-Average
Exercise Prices Qutstanding Contractual Life Exercise Price Exercisable Contractual Life Exercise Price
$ 6.17-$ 8.46 267,287 2.9 years $ 6.65 267,287 2.9 years $ 6.65
$13.39-$21.81 3,039,329 8.0 years 20.43 331,039 4.6 years 13.71
$22.51-$25.53 1,472,474 8.0 years 24.64 1,505 8.6 years 22.75

$31.66 714,828 6.0 years 31.66 432,824 6.0 years 31.66
5,493,918 7.5 years $22.35 1,032,655 4.8 years $19.42
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Cox Radio receives certain management services from, and
has entered into certain transactions with, Cox Enterprises.
Costs of the management services that are allocated to Cox
Radio are based on actual direct costs incurred or on Cox
Enterprises’ estimate of expenses relative to the management
services provided to other subsidiaries of Cox Enterprises. Cox
Radio believes that these allocations were made on a reason-
able basis, and that receiving these management services

odically at market interest rates. As a part of these services,
Gox Enterprises transfers funds to cover Cox Radio’s checks
presented for payment and Cox Radio records a book over-
draft, which is classified as accounts payable in the accom-
panying balance sheets. Book overdrafts of $4.9 million and
$3.8 million existed at December 31, 2003 and 2002, respec-
tively, as a result of Cox Radio’s checks outstanding. The
amounts due to or from Cox Enterprises are generally due on
demand and represent the net balance of the intercompany

from Cox Enterprises creates cost efficiencies, however, there
has been na study or any attempt to obtain quotes from third
parties to determine what the cost of obtaining such manage-
ment services from third parties would have been. The man-
agement services and transactions described below have
been reviewed by Cox Radio’s Audit Committee, which has
determined that such management services and transactions
are fair and in the best interest of Cox Radio.

transactions. On December 4, 2003, Cox Radio entered into a
revolving promissory nate with Cox Enterprises to define the
intercompany borrowing rate as Cox Enterprises’ current com-
mercial paper borrowing rate. Prior to amending the intercom-
pany note in December 2003, advances from Cox Enterprises
accrued interest at Cox Enterprises’ commercial paper bor-
rowing rate plus 40 basis points. During 2003 and 2002, Cox
Enterprises’ weighted average commercial paper rates ranged
from 1.0% to 1.6% and from 1.6% to0 2.3%, respectively. The
amounts due from Cox Enterprises totaled $6.3 million and
$3.1 million as of December 31, 2003 and 2002, respectively.

Cox Radio receives day-to-day cash management services
from Cox Enterprises, with settlements of outstanding bal-
ances between Cox Radio and Cox Enterprises occurring peri-
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Cox Radio receives certain management services from Cox
Enterprises and its wholly-owned subsidiary, Cox Broadcasting,
including management and financial advisory services, legal,
corporate secretarial, tax, internal audit, risk management,
purchasing and materials management, employee benefit
(including pension plan) administration, fleet, engineering
and other support services. Expenses allocated for these serv-
ices are included in corporate general and administrative
expenses in the Consolidated Statements of Income. Cox Radio
was allocated expenses for the years ended December 31,
2003, 2002 and 2001 of approximately $3.1 million, $3.3 mil-
lion and $3.1 million, respectively, related to these services.

In connection with these management services, Cox Radio
reimburses Cox Enterprises for payments made to third-party
vendors for certain goods and services provided to Cox Radio
under arrangements made by Cox Enterprises on behalf of
Cox Enterprises and its affiliates, including Cox Radio. Cox
Radio believes such arrangements result in Cox Radio receiving
such goods and services at more attractive pricing than Cox
Radio would be able to secure separately. Such reimbursed
expenditures include insurance premiums for coverage through
Cox Enterprises' insurance program, which provides coverage
for all of its affiliates, including Cox Radio. Rather than self-
insuring these risks, Cox Enterprises purchases insurance for
a fixed-premium cost from several insurance companies,
including an insurance company indirectly owned by descen-
dants of Governor James M. Cox, the founder of Cox Enterprises,
including James C. Kennedy, Chairman of Cox Radio’s Board
of Directors, and his sister, who each own 25%. This insur-
ance company is an insurer and re-insurer on various insur-
ance policies purchased by Cox Enterprises, and it employs
an independent consulting actuary to calculate the annual
premiums for general/auto liability and workers compensation
insurance based on Cox Radio's loss experience consistent
with insurance industry practice. Cox Radio’s portion of these
insurance costs was approximately $0.4 miflion, $0.3 million
and $0.3 million for the years ended December 31, 2003,
2002 and 2001, respectively.

Cox Radio’s employees participate in certain Cox Enterprises
employee benefit plans, and Cox Radio made payments to Cox
Enterprises in 2003 for the costs incurred by reason of such
participation, including self-insured employee medical insur-
ance costs of approximately $8.3 million, retiree medical pay-
ments of approximately $0.1 million, postemployment benefits
of approximately $0.6 million and executive pension plan pay-
ments of approximately $0.9 million. Costs incurred for these
items in 2002 and 2001 were self-insured employee medical
insurance costs of approximately $6.8 miltion and $5.5 mil-
lion, respectively; retiree medical payments of approximately
$0.1 million and $0.1 million, respectively; postemployment
benefits of approximately $0.6 million and $0.4 million,
respectively: and executive pension plan payments of approxi-
mately $0.7 million and $0.9 million, respectively.

The new headquarters building is ieased by Cox Enterprises
from a partnership that in turn is indirectly owned by descen-
dents of Governor James M. Cox, the founder of Cox Enterprises,
with an indirect 36% interest held in the aggregate by the
children of James C. Kennedy, Chairman of Cox Radio’s Board
of Directors, and an indirect less than 3% interest held in the
aggregate by Mr. Kennedy, his mother and his sister. Cox Radio
pays rent and certain other occupancy costs to Cox Enterprises
for space in Cox Enterprises’ corporate headquarters building.
During 2002, Cox Enterprises, Cox Radio and certain other affili-
ates of Cox Enterprises moved to a new headquarters building.
Rent and occupancy expense is allocated based on occupied
space. Related rent and occupancy expense was approximately
$0.6 million, $0.3 million and $0.1 million for the years ended
December 31, 2003, 2002 and 2001, respectively.
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Included in the amounts due from (to) Cox Enterprises are
the following transactions:

(Amounts in thousands)

Intercompany due from Cox Enterprises,

December 31, 2000 $ 17,268
Cash transterred to Cox Enterprises 305,523
Acquisitions {50,216)
Payments on revolver (300,000)
Net proceeds from issuance of senior notes 249,667
Net operating expense allocations

and reimbursements (221,158)
Intercompany due from Cox Enterprises,
December 31, 2001 1,084
Cash transferred to Cox Enterprises 318,777

Acquisitions (484)

Payments on revolver (90,000)
Net operating expense allocations
and reimbursements (226,318)
Intercompany due from Cox Enterprises,
December 31, 2002 3,059
Cash transferred to Cox Enterprises 423,511
Acquisitions (239)
Borrowings on revolver 23,000
Repayment of 6.25% notes (103,210}

Net operating expense allocations

and reimbursements (343,747

Intercompany due from Cox Enterprises,

g 06 ~my
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Cox Radio has estimated that the carrying value of inter-
company advances approximates fair value, given the short-
term nature of these advances.

Cox Radio has entered into lease agreements with Cox
Broadcasting with respect to studio and tower site properties
in Atlanta, Georgia and Dayton, Ohio that are used for Cox
Radio’s radio operations in those markets. The annual rental
cost in the aggregate was approximately $0.6 million for each
of the years ended December 31, 2003, 2002 and 2001.

[n November 2000, Cox Radio and Cox Interactive Media,
Inc., a wholly-owned subsidiary of Cox Enterprises, entered
into two agreements concerning the operation of Cox Radio’s
web sites, which had previously been designed, developed
and operated by Cox Interactive Media. The first agreement
provided for the transition of operations of the Cox Radio web
sites to the newly created Cox Radio division CXRi. The sec-
ond, a cross-promotion agreement provided that each party
would promote the other in certain common markets, and
contemplated that the same terms and conditions would be
applicable to any new common markets that arise over the
term. In 2002, Cox Interactive Media ceased operating web
sites in the markets covered by the cross-promotion agree-
ment and consequently the parties mutually agreed to cease
cross promotion. Cox Radio recognized both income and
expense related to the agreement of approximately $1.0 mil-
lion and $1.6 million in 2002 and 2001, respectively.
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(Amounts in thousands) 2533 2002 2001

Additional cash flow information:
Cash paid for interest $24,877  $39,808  $46,383
Cash paid for income taxes 10,347 8,673 696

18. Gordnpencies

In October 1999, the Radio Music License Committee, of
which Cox Radio is a participant, filed a motion in the New
York courts against Broadcast Music, Inc. to commence a
rate-making proceeding on hehalf of the radio industry and to
seek a determination of fair and reasonable industry-wide
license fees for the broadcast of music. In September 2002,
the rate court proceeding between the Radio Music License
Committee and Broadcast Music, Inc. was adjourned, and the
parties engaged in settlement discussions. On September 17,
2003, the court signed an order approving a settlement
agreement among the parties, which grants music licenses to
members of the Radio Music License Committee, including
Cox Radio, through 2006. Among other things, the settlement
approves the license fees for Cox Radio at the interim license
agresment rates through 2002 and establishes industry rates
for 2003 through 2006 according to an agreed allocation
method to be applied each year. As a result of this settlement,
Cox Radio reversed approximately $1.0 million in music license
fee accruals during the third quarter of 2003. This litigation
is now concluded.
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On Qctober 11, 2000, Cox Radio and its controlling share-
holder, Cox Broadcasting, Inc., were sued in Georgia federal
court by broadcast station broker Force Communications, for
alleged breach of contract and other theories involving a failure
to pay the broker a commission allegedly due on two transac-
tions. The suit sought contract damages in excess of $5 million
plus interest, costs, expenses and attorneys' fees. Following
completion of discovery, the parties filed cross-metions for -
summary judgment and on July 1, 2002, the court granted
defendants’ motion for summary judgment and denied Force
Communications’ cross-motion for partial summary judgment.
On July 5, 2002, the court entered judgment in favor of Cox Radio
and Cox Broadcasting, Inc. on all counts. On july 31, 2002,
Force Communications filed a notice of appeal to the United
States Court of Appeals for the 11th Circuit from the order
entering summary judgment in favor of Cox Radio and Cox
Broadcasting, Inc. and from the entry of judgment. Force
Communications, Cox Radio and Cox Broadcasting, Inc. agreed
on January 23, 2003 to resolve this matter through binding
arbitration. Pursuant to that agreement, on June 25, 2003,
the arbitrator issued an award of $1.2 million to Force
Communications. As a result of this settlement, $0.4 million
was recorded as a reduction of corporate general and admin-
istrative expenses during the second quarter of 2003 based
on amounts previously accrued for this matter. Following
payment of that award, on July 23, 2003, the 11th Circuit
dismissed the appeal with prejudice pursuant to the parties’
joint motion.

On June 13, 2001, Cox Radio was named as defendant in a
putative class action suit filed in an amended complaint in the
state court in Fulton County, Geargia, alleging violations of
the Federal Telephone Consumer Protection Act (TCPA). The
complaint seeks statutory damages in the amount of $1,500,
plus attorneys’ fees, on behalf of each person “throughout the
State of Georgia” who received an unsolicited pre-recorded
telephorie message delivering an “unsolicited advertisement”
from a Cox Radio radio station. Cox Radio filed an answer to
the complaint denying liability and asserting numerous
defenses. Thereafter, proceedings in this case were stayed
pending rulings by the Georgia Court of Appeals in a similar
action pending against a third-party radio broadcast company.
This stay was lifted on August 13, 2003 following rulings by
the Court of Appeals in the third-party case directing the trial
court to consider certain constitutional defenses raised by the
defendant. On July 3, 2003, the FCC issued a Report and

Order holding, among other things, that pre-recorded telephone
messages by broadcasters made for the purpose of inviting
consumers to listen to a free broadcast are not “unsolicited
advertisements” prohibited by the TCPA. On July 28, 2003,
Cox Radio requested that the plaintiffs voluntarily dismiss
their claims in light of the FCC's Report and Order. Plaintiffs
subsequently refused this request, and on October 24, 2003,
Cox Radio filed a motion for judgment on the pleadings seeking
the dismissal of plaintiffs’ claims on grounds that the calls
in question were permissible under the TCPA and the FCC's
implementing rules and, alternatively, that the application of
the TCPA to the facts of this case would violate Cox Radio’s
constitutional rights to free speech, equal protection and due
process. On February 3, 2004, plaintiffs filed a second amended
complaint in support of their contention that the messages at
issue are not exempted by the terms of the FCC Report and
Order. On February 19, 2004, the court ruled that the calls at
issue were not prohibited by the TCPA and its implementing
regutations, granted Cox Radio’s motion for judgment on the
pleadings, and directed counsel to submit an order for approval.
When the court enters that order, plaintiffs will have 30 days
to file an appeal. Cox Radio intends to defend this action vig-
orously. At the present time, Cox Radio cannot reasonably
estimate the possible loss or range of loss with respect to
this lawsuit. The outcome of this matter cannot be predicted
at this time.

Cox Radio is a party to various other lega! proceedings that
are ordinary and incidental to its business. Management
does not expect that any of these legal proceedings currently
pending will have a material adverse impact on Cox Radio’s
consolidated financial position, consolidated results of opera-
tions or cash flows.

FCC Broadeast Licenses

Each of Cox Radio's radio stations operates pursuant to
one or more licenses issued by the Federal Communications
Commission (FCC) that have a maximum term of eight years
prior to renewal. Gox Radio's FCC broadcast licenses expire at
various times from 2004 to 2012. Although Cox Radio may
apply to renew its FCC broadcast licenses, third parties may
challenge the Company's renewal applications. Cox Radio is
not aware of any facts or circumstances that would prevent it
from having its current licenses renewed. Cox Radio has never
failed to renew its FCC licenses.
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The following table sets forth selected quarterly financial information for Cox Radio. This information is derived from Cox Radio’s
unaudited financial statements included in its Form 10-Q filings and includes, in Cox Radio's opinion, only normal and recurring
adjustments that it considers necessary for a fair presentation of the results for such periods. The operating resuits for any quarter
are not necessarily indicative of results for that year or any future period.

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

2003

Net revenues $91,588 $115,246 $112,299 $L08, 778
Cost of services (exclusive of depreciation shown separately below) 21,220 25,434 75,238 22,323
Selling, general and administrative 33,270 43,283 38,557 44,518
Corporate general and administrative expenses 4,23% 4,457 4,131 5,858
Depreciation 2,844 2917 2,063 2,804
Amortization 30 23 28 2z
Operating income 24,931 39,081 8,933 33,948
Net income ® , $ 9,377 $ 70,088 $ 19,405 $ 20,755
Net income per common share — basic $ 0.09 $ 018 $ B8 $ 0.2
Net income per common share - diluted $ 009 $ 0.i8 $ 6.18 8.
2002

Net revenues $86,030 $113,910 $112,538 $108,114
Cost of services (exclusive of depreciation shown separately below) 19,866 25,092 26,079 22,115
Selling, general and administrative 36,115 42,630 41,108 41,240
Corporate general and administrative expenses 4101 4,365 3,711 3312
Depreciation 3,002 3,028 3,074 2,992
Amortization 30 29 30 29
Operating income 22,408 38,797 38,926 38,200
Cumulative effect of an accounting change, net of tax® (13,934) - - -
Net (loss) income $(6,614) $ 17,478 $ 17,814 $ 17,263
Net income per common share before cumuiative effect

of accounting change — basic $ 0.07 $ 017 $ 0.18 $ 017
Cumulative effect of an accounting change® (0.18) - - -
Net (loss) income per common share — basic $ (0.07) $ 017 $ 018 $ 017
Net income per common share before cumulative effect

of accounting change — diluted $ 007 $ 017 $ 018 $ 017
Cumulative effect of an accounting change® (0.14) - - -
Net (loss) income per common share ~ diluted $ (0.07) $ 017 $ 018 $ 017

®Represents a $13.9 million ($0.14 per diluted share) after-tax loss related to the cumulative effect of accounting change as a result of adopting SFAS No. 142.

@MNet income for the three months period ended December 31, 2003 includes a $2.9 million ($0.03 per diluted share) deferred tax benefit related to a lower effective
tax rate for state income taxes.
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ITEM 9. Changes in and
Disagreements with
Accountants on Accounting
and Financial Disclosure

None.

ITEM 9A. Controls and

Procedures

The Chief Executive Officer and the Chief Financial Officer of
Cox Radio (its principal executive officer and principal financial
officer, respectively) have concluded, based on their evaluation
as of December 31, 2003, that Cox Radio’s disclosure controls
and procedures: are effactive to ensure that information
required to be disclosed by Cox Radio in the reports filed or
submitted by it under the Securities Exchange Act of 1934, as
amended, is recorded, processed, summarized and reported
within the time periods specified in the SEC's rules and forms;
and include controls and procedures designed to ensure that
information required to be disclosed by Cox Radio in such
reports is accumulated and communicated to Cox Radic’s
management, including the Chief Executive Officer and the
Chief Financial Officer, as appropriate to allow timely decisions
regarding required disclosure.

There were no changes in Cox Radio’s interna! control over
financial reporting during the period covered by this report
that materially affected, or were reasonably likely to materially
affect, Cox Radio’s internal control over financial reporting.

Cox Radio's disclosure controls and procedures are designed
to provide a reasonable leve! of assurance of reaching Cox Radio's
desired disclosure objectives and are effective in reaching
that fevel of reasonable assurance.

PART i
ITEM 10. Directors and
Executive Officers

The information required by this ltem is incorporated by
reference to Cox Radio’s Proxy Statement for the 2004 Annual
Meeting of Sharehoiders.

ITEM 11. Executive
Compensation

The information required by this ltem is incorporated by
reference to Cox Radio’s Proxy Statement for the 2004 Annual
Meeting of Shareholders.

ITEM 12. Security Ownership
of Certain Beneficial Owners
and Management

The information required by this ltem is incorporated by
reference to Cox Radio’s Proxy Statement for the 2004 Annual
Meeting of Shareholders,

ITEM 13. Certain Relationships
and Related Transactions

The information required by this ltem is incorporated by
reference to Cox Radio’s Proxy Statement for the 2004 Annual
Meeting of Shareholders.

ITEM 14. Principal Accountant
Fees and Services

The information required by this [tem is incorporated by
reference to Cox Radio’s Proxy Statement for the 2004 Annual
Meeting of Shareholders.
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ifEM 15. Exhibits, Financial Statement Schedules and
Reports on Form 8-K

(a) Documents incorporated by reference or filed with this report:

(1) Audited Consolidated Balance Sheets as of December 31, 2003 and 2002 and Consolidated Statements of Operations,
Shareholders’ Equity and Cash Flows for each of the three years in the period ended December 31, 2003; and

(2) Schedule Il - Valuation and qualifying accounts.
(3) Exhibits required to be filed by ltem 601 of Regulation S-K:

Listed below are the exhibits, which are incorporated by reference or filed as part of this report (according to the number
assigned to them in Item 601 of Regulation S-K):

Exhibit
Number  Description
#3.1 — Amended and Restated Certificate of Incorporation of Cox Radio, Inc.
#3,2 — Certificate of Amendment of Certificate of Incarparation of Cox Radio, Inc.
#3.3 — Amended and Restated Bylaws of Cox Radio, Inc.
“4.1 — Indenture dated as of May 26, 1998 by and among Cox Radio, Inc. The Bank of New York, WSB, Inc. and WHIQ, Inc.
®4.2 — First Supplemental Indenture dated as of February 1, 1999 by and among The Bank of New York, Cox Radio, Inc. and CXR Holdings, Inc.
®4.3 — Form of Specimen Class A common stock certificate.

™10.1 — 364-Day Credit Agreement dated as of June 30, 2000 among Cox Radio, Inc., the Banks party thereto, The Chase Manhattan Bank, as
Administrative Agent, Bank of America, N.A., as Syndications Agent, and Citibank, N.A., as Documentation Agent.

®10.2 — Amended and Restated 364-Day Credit Agreement dated as of June 29, 2001 among Cox Radio, Inc., the Banks party thereto, The Chase
Manhattan Bank, as Administrative Agent, Bank of America, N.A. and Fleet National Bank, as Syndication Agents, and Citibank, N.A. and
Mizuho Bank, as Documentation Agents.

#10.3 — Amended and Restated 364-Day Credit Agreement dated as of June 28, 2002 among Cox Radio, Inc., the Banks party thereto, JPMorgan Chase
Bank, as Administrative Agent, and Bank of America, N.A. and Wachovia Bank, National Association, as Syndication Agents.

®10.4 — Amended and Restated 364-Day Credit Agreement dated as of June 27, 2003 among Cox Radio, Inc., the Banks party thereto, JPMorgan Chase
Bank, as Administrative Agent, Wachovia Bank, National Association and Bank of America, N.A. and, as Co-Syndication Agents.

10,5 — Five-Year Credit Agreement dated as of June 30, 2000 among Cox Radio, Inc., the Banks referred to therein, The Chase Manhattan Bank, as
Administrative Agent, Bank of America, N.A., as Syndications Agent, and Citibank, N.A., as Documentation Agent.

1210.6 — First Amendment dated as of June 29, 2001 to the Five-Year Credit Agreement dated as of June 30, 2000 among Cox Radig, Inc., the Banks
party thereto, The Chase Manhattan Bank, as Administrative Agent, Bank of America, N.A., as Syndications Agent, and Citibank, N.A., as
Documentation Agent.

4510.7 — Second Amendment dated as of December 17, 2001 to the Five-Year Credit Agreement dated as of June 30, 2000 among Cox Radio, Inc., the
Banks party thereto, JP Morgan Chase Bank, as Administrative Agent, Bank of America, N.A., as Syndications Agent, and Citibank, N.A., as
Documentation Agent.

10.8 — Revolving Promissory Notes, dated December 4, 2003.
4410.9 — Cox Radio, Inc. Amended and Restated Long-Term Incentive Plan.
970,10 — Cox Radio, Inc. Restricted Stock Plan for Non-Employee Directors.
13 — Portions of the 2003 Annual Report to Shareholders {expressly incorporated by reference in Part II, Item 5 of this report).
21 — Subsidiaries of Cox Radio, Inc.
23.1 — Consent of Deloitte & Touche LLP.
24.1 — Power of Attorney (included on page 61).
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31.1 — Certification of Chief Executive Officer Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934.
31.2 — Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934,
32.1 — Certification of Chief Executive Officer and Chief Financial Officer Pursuant to Rule 13a-14(b) of the Securities Exchange Act of 1934

“ncorporated by reference to Exhibit 3.1 of Cox Radio’s Registration Statement on Form S-1 (File No. 333-08737).
Pincorporated by reference to Exhibit 3.2 of Cox Radio’s Form 8-A12B/A filed on February 15, 2002.
@|ncorporated by reference to Exhibit 3.2 of Cox Radio’s Registration Statement on Form S-1 (File No. 333-08737).

“Incorporated by reference to Exhibit 4.4 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 1998 (global notes representing Cox Radic's senior
unsecured non-convertibie debt have not been filed or incarparated by reference in accordance with ltem 601(b)(4)(iif) of Regulation S-K, and Cox Radio agrees
to furnish copies of such instruments to the Securities and Exchange Commission upon request).

“Incorporated by reference to Exhibit 4.2 of Cox Radio’s Report on Form 10-Q for the period ended March 31, 1899,
®Incorporated by reference to Exhibit 4.1 of Cox Radio's Report on Form 8-A12B/A dated February 15, 2002.
@ncorporated by reference to Exhibit 10.9 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 2000.
®{ncorporated by reference to Exhibit 10.2 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 2001.
®|ncorporated by reference to Exhibit 10.1 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 2002.

" ncorporated by reference to Exhibit 10.1 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 2003.
WIncorporated by reference to Exhibit 10.10 of Cox Radio’s Report en Form 10-Q for the period ended June 30, 2000.
“ncorporated by reference to Exhibit 10.3 of Cox Radio’s Report on Form 10-Q for the period ended June 30, 2001.
ncorporated by reference to Exhibit 10.5 of Cox Radio’s Report on Form 10-K for the period ended December 31, 2001.

“incorporated by reference to Appendix B of Cox Radio’s Definitive Proxy Statement on Schedule 14A filed March 29, 2001
(management contract or compensation ptan).

“[ncorporated by reference to Exhibit 10.11 of Cox Radio's Registration Statement on Form S-1 (File No. 333-08737)
(management contract or compensation plan).
(b) Reports on Form 8-K

On December 4, 2003, Cox Radio filed a Current Report on Form 8-K announcing the election of Juanita P. Baranco to Cox Radio’s
Board of Directors under Item 5 and including a copy of the related press release under ltem 7.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Cox Radio, inc. has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Cox Radio, Inc.

By: /s/ ROBERT F. NEIL

Robert F. Neil
President and Chief Executive Officer

Date: March 1, 2004

o AN
WU Vls b

Cox Radio, Inc., a Delaware corporation, and each person whose signature appears below, constitutes and appoints Robert F. Neil
and Neil 0. Johnston, and either of them, with full power to act without the other, such person’s true and lawful attorneys-in-fact,
with full power of substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign this
Annual Report on Form 10-K and any and all amendments to such Annual Report on Form 10-K and other documents in connection
therewith, and to file the same and all exhibits thereto and other documents in connection therewith, with the Securities and
Exchange Commission, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and
every act and thing necessary or desirable to be done in and about the premises, as fully to all intents and purposes as he or she
might or could do in persan, thereby ratifying and confirming all that said attorneys-in-fact, or any of them, or their or his or her
substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of Cox Radic, Inc. and in the capacities and on the dates indicated.

Signature Title Date
/s/ JAMES C. KENNEDY Chairman of the Board of Directors March 1, 2004
James C. Kennedy
/s/ ROBERT F. NEIL President and Chief Executive Officer; March 1, 2004
Robert F. Neil Director {principal executive officer)
/s/ NEIL 0. JOHNSTON Vice-President and Chief Financial Officer March 1, 2004
Neil 0. Johnston {principal accounting officer and principal financial officer)
/s/ JUANITA P. BARANCO Director March 1, 2004

Juanita P. Baranco

/s/ PAUL M. HUGHES Director March 1, 2004
Paul M. Hughes

/sf MARC W. MORGAN Director March 1, 2004
Marc W. Morgan

/s/ RICHARD A. FERGUSON Director March 1, 2004
Richard A. Ferguson

/s/ NICHOLAS D. TRIGONY Director March 1, 2004
Nicholas D. Trigony

/s/ G. DENNIS BERRY Director March 1, 2004
G. Dennis Berry
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Yaluation and Qualifying Accounts

Allowance for Doubtful Accounts

For the Fiscal Balance Assumed in Charges to
Years Ended As of Beginning Business Costs and Balance as of
{Amounts in thousands) December 31 of Period Combination Expenses Deductions End of Period
2008 $4,781 $ - $2,89 $3,363 4,228
2002 $4,536 $ - $4,590 $4,335 $4,791
2001 $3,477 $ - $5,.217 $4,158 $4,536
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Shareholder information

Corporate Headquarters

Cox Radio, Inc.

6205 Peachtree Dunwoody Road
Atlanta, GA 30328

{678) 645-0000
www.coxradio.com

Stock Data

Cox Radio’s Class A Common Stock is traded on the New York
Stock Exchange, ticker symbol: CXR. Daily newspaper stock
table listing: Cox Rad. As of January 30, 2004, there were
1,083 shareholders of record of Cox Radio’s Class A Common
Stock and one shareholder of record of Cox Radio’s Class B
Common Stock, Cox Broadcasting, Inc. There is no established
trading market for Cox Radio’s Class B Common Stock. There
have been no stock or cash dividends paid on any of Cox
Radio’s equity securities. Cox Radio does not intend to pay
cash dividends in the foreseeable future.

Quarterly Market Information
Class A Common Stock

2003 High Low
First Quarter $26.02 $19.01
Second Quarter 2510 20.25
Third Quarter 24.54 19.85
Fourth Quarter 25.56 21.19
2002

First Quarter $30.30 $21.15
Second Quarter 31.73 20.30
Third Quarter 27.67 18.60
Fourth Quarter 26.94 20.00

Transfer Agent and Registrar
Wachovia National Bank

Equity Services Group

1525 West W. T. Harris Boulevard, 3C3
Charlotte, NC 28262-1153
1-800-829-8432

Annual WMeeting of Shareholders
May 11, 2004

6205 Peachtree Dunwoody Road
Atlanta, GA 30328

Gompany Information

Communications regarding stock transfers, lost certificates
or account changes should be directed to the transfer agent,
Wachovia National Bank. For other information, contact one
of the following:

Analysts/Institutional Investors:

Neil 0. Johnston

Vice President and Chief Financial Officer
678-645-4310

neil.johnston@cox.com

Individual Shareholders:

Charles L. Odom

Director of Financial Reporting and Analysis
678-645-4315

charles.odom@cox.com

News Media:

John Buckley

Brainerd Communicators, Inc.
212-986-6667
buckley@braincomm.com

independent Auditors

Deloitte & Touche LLP

191 Peachtree Street, Suite 1500
Atlanta, GA 30303
404-220-1500

Forward-Looking Statements

This Annual Report includes “forward-looking” statements, which
are statements that relate to Cox Radio’s future plans, earnings,
objectives, expectations, performance and similar projections,
as well as any facts or assumptions underlying these statements
or projections. Actual results may differ materially from the
results expressed or implied in these forward-looking statements
within the meaning of Section 21E of the Securities Act of 1934,
as amended, due to various risks, uncertainties or other factors.
These factors include, among others, competition within the
radio broadcasting industry, advertising demand in our markets,
the possibility that advertisers may cancel or postpone sched-
ules in response to political events, competition for audience
share, our success in executing and integrating acquisitions,
our ability to generate sufficient cash flow to meet our debt
service obligations and finance operations and other risk factors
described in Cox Radio’s Annual Report on Form 10-K for the
year ended December 31, 2003. Cox Radio assumes no respon-
sibility to update the forward-looking statements contained
in this Annual Repart as a result of new information, future
events or otherwise.
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